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NATURAL GAS ACT 
(Distribution) 


MONDAY, JUNE 29, 1953 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE No, 1, COMMITTEE ON 
INTERSTATE AND Forr1GN COMMERCE, 
Washington, D.C. 

‘The subcommittee met at 10 a. m., pursuant to call, in room 1334 of 
the House Office Building, Hon. Carl Hinshaw chairman of the sub- 
committee, presiding. 

Present: Representatives Wolverton (chairman of the full commit- 
tee), Hinshaw (chairman of the subcommittee), Bennett, Beamer, 
Harris, Klein, and Carlyle. 

Present also: Elton J. Layton, clerk to the Committee on Interstate 
and Foreign Commerce. 

Mr. Hinsuaw. The subcommittee will be in order. 

The purpose of the hearing this morning is to hear witnesses in 
connection with the bills H. R. 3769, 5298, 3892, 2679, and 3707, and 
another bill which was filed on Saturday, H. R. 5976. 

These bills have for their purpose the amendment of section 1 of 
the Natural Gas Act, to delineate the authority between the State Com- 
missions and the Federal Power Commission, that is, for regulation 
of the sale of gas and facilities therefor in intrastate commerce. 

(The bills referred to are as follows:) 

(H. R. 8769, 83d Cong., 1st sess.] 
A BILL To amend section 1 of the Natural Gas Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Natural Gas Act (15 
U. S. C. 717), as amended, is amended by adding thereto a new subsection (c), as 
follows: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, provided 
such person and operation be subject to regulation by a State commission or other 
legally. constituted local public authority. The matters exempted from the pro- 
visions of this Act by this subsection are hereby declared to be matters primarily 
of local concern and subject to regulation by the several States.” 


[H. R. 5298, 88d Cong., Ist sess. ] 
A BILL To amend section 1 of the Natural Gas Act 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Natural Gas Act (15 
U.S. C. 717), as amended, is amended by adding thereto a new subsection (c), as 
follows: 
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‘(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, or natural gas received by such 
person within or at the boundary of a State and ultimately consumed within 
such State, or to any facilities used by such person for such transportation 
or sale, provided such person and operation be subject to regulation by a State 
commission or other legally constituted local public authority. The matters 
exempted from the provisions of this Act by this subsection are hereby declared 
to be matters primarily of local concern and subject to regulation hy the 
several States.” 


H. R. 3892, 83d Cong., 1st sess. } 
A BILL To amend section 1 of the National Gas Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Natural Gas Act (15 
U. S. C. 717), as amended, is amended by adding thereto a new subsection (c), 
as follows: 

‘(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, provided 
such person and operatic e subject to regulation by a State commission or 
other legally constituted local public authority. The matters exempted from 
the provisions of this Act by this subsection are hereby declared to be matters 
primarily of local concern and subject to regulation by the several States.” 





[H. R. 2679, 83d Cong., Ist sess. ] 


A BILL To amend the Natural Gas Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1 of the Natural Gas Act 
(15 U. S. C. 717), as amended, is amended by adding thereto a subsection (c), 
as follows: 

(c) The provisions of this Act shall not apply to a person engaged in or 
legally authorized to engage in the local distribution of natural gas because of 
such person’s ownership or operation of facilities used or to be used to transport, 
whether or not in interstate commerce, natural gas received by such person 
within or at the border of a State to points of consumption within such State: 
Provided, however, That this subsection shall be operative only if none of such 
facilities is used or to be used for or in connection with the sale of natural gas 
in interstate commerce for resale or for or in connection with the transportation 

; in interstate commerce for hire: Provide further, That the trans- 
gas owned jointly or severally by two or more such persons through 
such a facility or facilities owned and operated singly or jointly by one or more 

uch persons, with or without charge, shall not be deemed transportation of 
ral gas in interstate commerce for hire within the meaning of the foregoing 
o, if such facility or facilities do not extend beyond a single metropolitan 
area and if all gas delivered or transported through such facility or facilities is 
ultimately consumed within such metropolitan area: Provided further, To the 








ortation of 





extent that exemption from the provisions of this Act is afforded by this sub- 
section the matters exempted are hereby declared to be matters primarily of 
local concern and subject to regulation by the several States.” r 

(b) Section 2 of such Act is amended by inserting after paragraph (4) thereof 


) 
anew paragraph (4A) as follows: 


‘(4A) ‘Metropolitan area’ means the area within a single State, of a city, 
or a city and a zone adjacent thereto, which the Commission, upon the basis 
of commercial, economic, social, or other relevant factors, or upon the basis 
of facilities, organization, and arrangements for the distribution of natural 
gas, finds to constitute ; integrated community or an area properly inte- 
grated for the local distribution of natural gas, and within which the Com- 
mission finds that the transportation of gas does not require regulation by 
the Commission in order to protect the national interest.” 
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[H. R. 3707, 88d Cong., 1st sess.] 
A BILL To amend the Natural Gas Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1 of the Natural Gas Act 
(15 U.S. C. 717), as amended, is amended by adding thereto a new subsection (c), 
as follows: 

“(c) The provisions of this Act shall not apply to a person engaged in or legally 
authorized to engage in the local distribution of natural gas because of such per- 
son’s ownership or operation of facilities used or to be used to transport, whether 
or not in interstate commerce, natural gas received by such person within or at 
the border of a State to points of consumption within such State: Provided, how 
ever, That this subsection shall be operative only if none of such facilities is used 
or to be used for or in connection with the sale of natural gas in interstate com- 
merce for resale or for or in connection with the transportation of natural gas in 
interstate commerce for hire: Provided further, That the transportation of gas 
owned jointly or severally by two or more such persons through such a facility 
or facilities owned and operated singly or jointly by one or more of such persons, 
with or without charge, shall not be deemed transportation of natural gas in 
interstate commerce for hire within the meaning of the foregoing proviso, if such 
facility or facilities do not extend beyond a single metropolitan area and if all 
gas delivered or transported through such facility or facilities is ultimately 
consumed within such metropolitan area: Provided further, To the extent that 
exemption from the provisions of this Act is afforded by this subsection the mat 
ters exempted are hereby declared to be matters primarily of local concern and 
subject to regulation by the several States.” 

(b) Section 2 of such Act is ainended by inserting after paragraph (4) thereof 
a new paragraph (4A) as follows: 

“(4A) ‘Metropolitan area’ means the area within a single State, of a city, 
or a city and a zone adjacent thereto, which the Commission, upon the basis of 
commercial, economic, social, or other relevant factors, or upon the basis of 
facilities, organization, and arrangements for the distribution of natural gas, 
finds to constitute an integrated community or an area properly integrated for 
the local distribution of natural gas, and within which the Commission finds 
that the transportation of gas does not require regulation by the Commission 
in order to protect the national interest.” 


re 








[H. R. 5976, 83d Cong., Ist sess.] 
A BILL To amend section 1 of the Natural Gas Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Natural Gas Act (15 
U. S. C. 717), as amended, is amended by adding thereto a new subsection (c), 
as follows: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce or the 
sale in interstate commerce for resale, of natural gas received by such person 
from another person within or at the boundary of a State and ultimately con- 
sumed within such State, or to any facilities used by such person for such trans- 
portation or sale, provided such person and facilities be subject to regulation 
by a State commission. The matters exempted from the provisions of this Act 
by this subsection are hereby declared tc be matters primarily of local concern 
and subject to regulation by the several States. A certification from such State 
commission to the Federal Power Commission that such State commission has 
regulatory jurisdiction over such person and facilities and is exercising such 
jurisdiction shall constitute conclusive evidence of such regulatory power or 
jurisdiction.” 


Mr. HinsuAw. The first witness will be Mr. H. Lester Hooker, of 
the Virginia State Corporation Commission. 
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STATEMENT OF H. LESTER HOOKER, MEMBER OF THE STATE 
CORPORATION COMMISSION OF VIRGINIA, RICHMOND, VA. 


Mr. Hooker. Good morning, Mr. Chairman and members of the 
committee. 

My name is H. Lester Hooker. I am a member of the State Cor- 
poration Commission of Virginia, and have been a member for the 
past 29 years. 

The C orporation Commission of Virginia is by statute and by the 
constitution of our State charged with the regulation of all public 
utilities in Virginia. As such, it is vitally interested in any legisla- 
tion which may make for more efficient and economical per formance 
of its dutes and for better operation of the utilities it regulates. 

The Virginia Commission has been in existence since 1903 and has 
been regulating utilities ever since that time—a period of over 50 
years. Under existing laws, it exercises jurisdiction over the security 
issues of utilities, transactions between utilities and their affiliates, 
and the construction of facilities of utilities serving in Virginia, ex- 
cept as limited by Federal law. We regulate the rates of electric, 
telephone, gas distribution, and water companies involving many 
hundreds of millions of dollars. We are a court of record under Vir- 
ginia law, and appeals from our orders go directly to the highest court 
in the State. We have an able staff, of which we are proud. We be- 
lieve that we are thoroughly qualified and should regulate all the 
activities of public utilities, including the rates and facilities of 
natural-gas transmission companies which are intrastate in nature. 
Such jurisdiction would be exercised by us now were it not for the 
Natural Gas Act. The transfer of this jurisdiction back to us is pro- 
posed under the bills introduced in this session of Congress by ad 
gressmen Hinshaw and Harris known as H. R. 3769 and H. R. 3892, 
and other bills having a similar purpose. 

I would like to present at this time a copy of a resolution adopted 
by the Virginia Commission on June 23, 1953, in strong support of 
these two bills. 

Mr. Hrnsuaw. Your resolution will be included in the record at 
this point. 

Mr. Hooker. Thank you, sir. 

(The resolution is as follows :) 

Whereas there are bills pending in the 88d Congress Ist session known as the 
Hinshaw-Harris bills (H. R. 3769 and H. R. 3892) to amend the Natural Gas 
Act; and 

Whereas the enactment of such legislation would result in exempting under the 
circumstances therein mentioned from jurisdiction of the Federal Power Com- 
mission certain matters affecting the distribution of natural gas which are of 
local concern and the placing of jurisdiction to regulate said matters in the 
States and their appropriate regulatory agencies; and 

Whereas the enactment of such bills will result in a desirable apportionment 
between Federal and State jurisdiction over these matters, in that their enact- 
ment will leave to the Federal Power Commission jurisdiction over such matters 
of national concern as must and can lawfully and effectively be regulated by it 
and to the States such matters of local concern as can lawfully and effectively 
be regulated by them: 
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Now, therefore, the Congress of the United States is urged to enact the fore- 
going bills into law. 
Dated at Richmond, Va., this 23d day of June 1953. 


STATE CORPORATION COMMISSION OF VIRGINIA, 
W. MARSHALL KING, Chairman. 

RALPH T. CATTERALL, Commissioner. 

H. Lester HOOKER, Commissioner. 

Mr. Hooxer. In addition to my membership on the Virginia Com- 
mission, I am a member of the executive committee of the National 
Association of Railroad and Utilities Commissioners and chairman of 
its legislative committee. 1 am also a past president of that associa- 
tion. I have just re ae from Chicago where this last Friday I met 
with the NARUC executive committee at a special meeting called 
for the purpose of tidenhioen these same two bills. 

For a long time, we in Virginia have advocated a return to the States 
of certain traditionally local functions which have been gradually 
usurped by the F ederal authorities. We regard the purchase, trans- 
mission, and sale of natural gas for ultimate use within the same State 
as a local function, and we believe that all aspects of such transactions 
should be regulated locally. 

A great many of the gas users in Virginia are served through local 
distribution companies which purchase their gas from transmission 
companies located and operating entirely in Virginia. These trans- 
mission companies, In turn, buy gas in Virginia and sell it for ulti- 
mate use entirely in Virginia. As stated, the Virginia Commission 
regulates the security issues, the transfers of stock and the assets and 
transactions of both the transmission companies and their customers, 
the distribution companies. Yet, under the Natural Gas Act, we are 
deprived of jurisdiction over the rates and facilities of the transmis- 
sion companies even though they are entirely intrastate in nature. 
The result is dual regulation under which these transmission com- 
panies are put to considerable added expense by having to appear 
before two separate commissions. In addition, the long delays in 
reaching settlements, caused by the tremendous number of cases before 
the Federal Power Commission, greatly increase the costs. 

These additional costs are not borne by the company but by the 
consumer, through the increased cost of gas. The Virginia Com- 
mission is much closer to companies operating in our State and is more 
familiar with their affairs and operations than is the Federal Power 
Commission. This applies equally as well to other State agencies, 
Regardless of how capable and efficient the Federal Power Commission 
may be in its regulation of the rate and facilities of these transmis- 
sion companies, because of our proximity to them we firmly believe 
we are in a better position to regulate all of their affairs. Placing the 
entire regulation of such companies in the hands of the State com- 
mission will materially decrease regulatory costs and, accordingly, 
result in lower rates to the consumer. 

I have spoken very briefly in regard to this matter as chairman of 
the legislative committee of our association, but our general solicitor, 
who will follow me, will go into this subject in greater detail. On 
behalf of the State Corporation Commission of Vi irginia, and of the 
legislative committee of the NARUG, I mp tfully but strongly urge 
passage of the legislation as proposed in the bills now pe nding before 
your committee, which proposed legislation is definitely in the public 
interest. 


386475—53——_2 
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Mr. Hixsnaw. Thank you very much, Mr. Hooker. 

There may be some questions on the part of the members of the 
committee, and if you will bear with them for a moment, I will appre- 
ciate it. 

Mr. Kier. Do I understand you to say, Mr. Hooker, that the Fed- 
eral Power Commission and at least your State commission exercise 
the same functions with regard to these natural gas companies with 
regard to the distribution ¢ 

Mr. Hooxer. As to distribution, yes, sir. 

Mr. Kier. But you have no jurisdiction over the rates? 

Mr. Hooxer. Of transmission, tha it is right. 

Mr. Kuixry. In other words, is that the only function that you do 
not exercise that the Federal Power C ommission does with regard to 
the distribution ? 

Mr. soon The only function; yes, sir. 

Mr. Cartyte. Mr. Hooker, I appreciate the fact that you have given 
a lot of thought and you have had a lot of experience with this sub- 
ject. Of these several bills which are pending before this com- 
mittee, which bill do you favor or do you think would meet the re- 
quirements that you have in mind better than the others ¢ 

Mr. Hooxer. The bill that we favor has been the one of Congress- 
man Hinshaw, and I do not know whether you are familiar with it 
or not. 

Mr. Hinsnaw. Pardon me. That is H. R. 5976. That bill, H. R. 
5976, has been filed, but apparently the copies are not up yet. It is 
a modification of H. R. 3769. Both of them are my bills. 

Mr. Cariyie. Do you mean that you have introduced a bill that 
you hope will superse de H. R. 3769? 

Mr. Hinsuaw. The bill, H. R. 5976, is a modification of H. R. 3769. 

Mr. Cariyue. That is all, Mr. Hooker. 

Mr. Hinsuaw. The next witness will be Mr, Austin L. Roberts, Jr., 
of the National Association of Railroad and Utilities Commissioners, 
and I believe Mr. Roberts is the Acting General Solicitor of that Asso- 
elation. 


STATEMENT OF AUSTIN L. ROBERTS, JR., ACTING GENERAL 
SOLICITOR, NATIONAL ASSOCIATION OF RAILROAD AND UTILI- 
TIES COMMISSIONERS, WASHINGTON, D. C. 


Mr. Roserts. My name is Austin L. Roberts, Jr. I am Acting Gen- 
eral Solicitor of the National Association of Railroad and Utilities 
Commissioners, with offices at 7413 New Post Office Building, Wash- 
ington, D. C. I am appearing this morning on behalf of that asso- 
ciation. 

The association embraces within its membership the members of 
the regulatory comn Lissions and boards of all the 48 States, the District 
of Columbia, Hawaii, and Puerto Rico. The association has urged 
for some time that the Nati ural Gas Act be amended to define and clar- 
ify the jurisdiction of the Federal Power Commission in order to 
prevent costly and unnecessary overlapping of State regulation by 
Federal regulation, and to sustain and strengthen State commission 
jurisdiction. 
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At a regular meeting of the executive committee of the association 
held in Chicago, Ill., on June 26, 1953, the following resvlution 
was unanimously adopted : 


RESOLUTION FAVORING ENACTMENT OF H. R. 3769, S8p ConcGress, WITH 
AMENDMENTS 


Resolved, That the Congress of the United States is urged to enact into law 
amendment to the Natural Gas Act as provided for in H. R. 38769, 88d Congress, 
with certain amendments as indicated below 

Mr. Hinsuaw. Those omsndmenta are contained in the bill filed 
on Saturday, known as H. R. 5976. 

Mr. Rorerrs. Yes. 

Mr. Harris. Will you state what that is? 

Mr. Roperts. The words in brackets have been deleted from H. R. 


o”-en } 1 1 


3769, and the words underlined have been added in the bill that is 
now H. R. 5976. 

Mr. Kirin. Are those the only chal Ot between the two bills 

Mr. Rost RTS, Yes, the words bracke ted and the underlining. 


“H. R. 3769 
“A BILL To amend section 1 of the Natural Gas Act 


“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of the Natural Gas Act (15 
U. S. C. 717), as amended, is amended by adding thereto a new subsection (c) 
as follows: 

“*(e) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce or (to) 
the sale in interstate commerce for resale, of natural gas received by such 
person from another person within or at the boundary of a State and ulti- 
mately consumed within such State, or to any facilities used by such person 
for such transportation or sale, provided such person and [operation] facilities 
be subject to regulation by a State commission [or other legally constituted local 
public authority]. The matters exempted from the provisions of this act by 
this subsection are hereby declared to be matters primarily of local concern and 
subject to regulation by the several States. <A certification from such State 
commission to the Federal Power Commission that such State commission has 
regulatory jurisdiction over such person and facilities and is exercising such 
jurisdiction shall constitute conclusive evidence of such regulatory power or 
jurisdiction,’ ” 

Resolved further, That the Committee on Legislation, the Special Committee 
To Review and Study Natural Gas Legislation, and the legal representatives of 
this Association are authorized to appear on behalf of the Association before 
any committee of Congress at any hearings which may be held on H. R. 2679, 
H. R. 3707, H. R. 8769, H. R. 3892 and H. R. 5298, or any similar bills designed 

} 


to accomplish the principles and objectives contained in the language above 


to present the views of the Association as expressed herein 

This amendment to the Natural Gas Act proposes to exempt from 
Fed ral re culation gas compani which receive out-of State natural 
gas within or at the | oundary ofaSt ich was is consumed 
within that State. inelud ne situation a company trans 
ports sue ‘+h gas within the State or makes sales for resale of such gas 
for ultimate consumption within the State. The bill provides that 
for a company to qualify for such an exemption it must be subject 
to regulation by a State commission, and further provides that the 
matters exempte d from Federal regul: ition are pr imar ily - of local con- 
cern and subject to regulation by the several States, 

Section 1 (b) of the Natural Gas Act presently exempts from Fed 


eral regulation “the local distribution of natural gas or * * * the 
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facilities used for such distribution.” The provisions of the proposed 
bill do not in any way alter this present exemption. However, certain 
companies find it necessary to operate a transmission line from their 
distribution area to a point of connection with an interstate pipeline 
at which point they receive their natural gas. Where such a company 
uses the srsiaieninibon facilities within the State solely for the purpose 
of supplying gas to its own ultimate consumers, the regulation of such 
a company is entirely a matter of local concern and does not involve 
the national interest. 

A second situation exists when such a company instead of using its 
own transmission line within a State solely for the purpose of supply- 
ing its own retail customers may find it economic and practicable to 
vholesale a portion or all of such natural gas to other local distributing 
companies within the same State, which latter companies in turn sell 
and deliver such gas at retail within the State to their own ultimate 
consumers. 

A third situation is where a company, instead of reselling the gas 


to other local distributing companies in the same State, does not take 
title to the out-of-State gas but mere ly transports it ae ah its trans- 
mission lines for delivery to another company. This transmission 


may be f rora fee or charge. 

In instances where rates and charges of a company in any of the 
situations cited above are regulated by a State commission, it 1s proper 
that they should be exempted from Federal regulation. This provi- 
sion prevents the creation of any hiatus or gap in the regulatory 
scheme. The public injury which may result from a gap between Fed- 
eral and State regulation which leaves an area of utility activity in 
which neither authority can impose control necessa ry for the protec - 
tion of the public cannot be overemphasized. It is equally injurious 
to the public, however, both as utility ratepayers and as taxpayers, to 

‘arry the} urden of duplicate regulation. Over: apping regulation by 
both the Federal commission and a State commission is a costly and un- 
necessary extravagance and completely disregards the comity which 
should extend to the several levels of government. It is, therefore, in 
the public interest that the line of demarcation between Federal and 
State jurisdiction be clearly and positively defined. 

The Natural Gas Act when initially enacted was intended to fill the 

gaps in the regul: ation of the natural- gas industry, thus supple menting 
State commission jurisdiction but not supplanting it. The ee 
of this bill prov ide for “harmonious dual regulation of the natural-ga 
industry—Federal and State regulatory bodies operating side by side, 

each active in its own sphere” (United Fuel Gas Co. case, 317 U. S. 
476). Certain een and court decisions since the enactment of 
the Natural Gas Act have operated to prevent harmonious dual pee: 
lation (Federal Power Commission v. East Ohio Gas Co., 338 U. 
464). The question which presents itself to Congress is what the Fc 
should be, whether such companies should be exempted, not what the 
court says the law means in its present form. The primary question 
involved is what should be the national policy with respect to Federal 
regulation of g ras companie 1s which are alre: ady fully subject to effective 
State regulation. The courts cannot decide this question. Congress 
can and should decide it. 

The congressional declaration contained in H. R. 3769 to the effect 
that the exempted sales and persons are subject to regulation by the 
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several States, and that to be exempt such sales and persons must be 
subject to regulation by a State commission, removes any possibility 
of a hiatus or gap, and ace ordingly removes the net d fo ‘EF ederal reg 
ulation of such matters. 

There can be no question but that the provision of H. R. 3769 would 
be effe ( ‘tive in opel ung suc h exe mipted operations to State regulat Ion, 
even though they be held to involve interstate commerce. The United 
Siates Supreme Court, in a series of important cases, has made it clear 
that Congress has broad power to define the limits within which States 
may regulate matters involving interstate commerce, These cases 
establish the principle that Congress, by legislation, can open the door 
to the exercise by the States of their own legisl: ative power, with re 
spect to matters ‘involvi ing interstate commerce over which, by virtue 
of the commerce clause of the Federal Constitution, State power is 
subordinated to Federal legislative power if and when the Congr« 
determines to impose Fede ral regulation. 

Chief Justice Stone, in Southern Pacific ¢ ompany V. Arizona (325 
U.S. 761, 769), said: 

Congress has undoubted power to redefine the distribution of power over inter 
state commerce. It may either permit the States to regulate the commerce in a 
manner which would otherwise not be permissible [citing cases], or exclude 
State regulation even of matters of peculiarly local concern which nevertheless 
affect interstate commerce [citing cases] 

(See also Prudential Insurance Co. v. Bi njamin (328 U. S. 408): 
International Shoe Co. v. Washington (326 U. S. 310); Standard 
Dredging Corp. v. Murphy (319 U.S. 306); Whitfield v. Ohio (297 
U. S. 431 Ss James Clark Distilling Co. v. Western Mx anaes RB. Co. 
(242 U.S. 311); Re Rahrer ( Wi/kerson v. Rahrer) (140 U.S. 545 ») 5 
Clinton Bridge (Gray V. Chicago, e & N. = Co.) ( 10 W all "0 > 
45 Pe . oP = an ia Vv. Ww he ( ling & Be lmont Bridge Co. ( 18 How. 
(U. S.) 421). 

Congress has many times enacted statutes sanctioning State regula 
tion of interstate commerce. Among these are the following: 

(1) McCarran Act, approved March 9, 1945 (59 Stat. L. 33, 15 
U.S. C. 1011), authorizing States to regulate insurance companies 
engaged in interstate commerce. 

(2) Act of August 10, 1989 (52 Stat. L. 1391, 26 U.S. C. 1606 (a)), 
authorizing States to levy unemployment-compensation taxes against 
persons engaged in interstate commerce. 

(3) Section 204 (a) (4a) of Interstate Commerce Act, as amended 
September 18, 1940 (49 Stat. L. 546, 49 U.S. C. 304 (a) (4a)), read 
ing in part as follows: 

* * * In any case where a motor carrier has become exempt from the provi- 
sions of this part as provided in this subparagraph, it shall not be considered to 
be a burden on interstate or foreign commerce for a State to regulate such carrier 
with respect to the operation covered by such exemption * * * 

(4) Hawes-Cooper Act, approved January 19, 1929 (45 Stat. L. 
1084, 49 U. S. C. 60), making prison-made goods which have moved 
into a State in interstate commerce subject to State laws pertaining to 
prison- -made goods. 

(5) W 7h Kenyon Act, approved March 1, 1913 (37 Stat. L. 699, 
27 U.S. C, 122), prohibiting shipments of liquor from one State & 
another eas ‘such liquor is intended to be received, possessed, sold, o 
used, in violation of the law of such State. 
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(6) Wilson Act. approved August 8, 1890 (26 Stat. L. 313, 27 
U.S. C. 121), taking the protection of interstate commerce av ay from 
receipt and possession of liquor prohibited by State law. ( In footnote 
28 of Prudential Insurance Co. v. Benjamin, cited above, it 1s said 
that the Wilson Act is the “protype” of all Federal statutes sanc- 
tioning State regulation or taxation of interstate commerce. ) 

The above citations, in our opinion, conclusively establish the va- 
lidity and effectiveness of the declaration contained in H. R. 3769: 
That the exempted sales and persons are subject to regulation by the 
several States. 

The amendments proposed by the association to the present lan- 
guage of H. R. 3769 are few and are designed to answer comments that 
have been received on the bill. The deletion of the world “to” in line 
8 of the printed H. R. 3769 is grammatical. The phrase “the sale in 
interstate commerce for resale” is in conjunction with “transportation 
In interstate commerce” and not in conjunction with “to engage.” 

With reference to line 10, the question was raised as to whether or 
not a person could receive gas within or at boundary of a State from 
himself. For clarification, it is suggested that the phrase “from an- 
other person” be inserted. 

At line 1 on page 2 it is suggested that the word “facilities” be 
substituted for the word “operation,” since the earlier language pro- 
vides “this act shall not apply to any person * * * or to any fa- 
cilities * * *” 

At line 2 on page 2, it is suggested that the phrase “or other legally 
constituted local public authority” be deleted. These terms are not 
vresently defined in the act and their use may raise question as to the 
neaning of “local public authority” and whether or not it is “legally 
constituted.” It is felt that the phrase “State commission” standing 
alone accomplishes the same purpose as is intended by the additional 
language. “State commission” is presently defined in section 2 (8) 
of the Natural Gas Act as “the regulatory body of the State or munic- 
ipality having jurisdiction to regulate rates and charges for the sale 
of natural gas to consumers within the State or municipality.” “Mu- 
nicipality” is defined in section 2 (3) as “a city, county, or other 
political subdivision or agency of a State.” 

The association also suggests the addition of a certification provi- 
sion—the effect of which is to create an orderly means by which the 
Federal Commission shall be advised that the State commission has 
and is exercising jurisdiction. Such a certification procedure oper- 
ated successfully for several years past under the Petroleum Admin- 
istration for Defense’s gas-restriction orders. It avoids the necessity 
of numerous Federal Commission proceedings to determine whether 
the matters exempted by this proposed section are “subject to regula- 
tion by a State commission.” 

On behalf of the National Association of Railroad and Utilities 
Commissioners, I urge the enactment of H. R. 3769, so amended, which 
is H. R. 5976. 

It is established beyond dispute, not only by United States Supreme 
Court decisions, but also by the legislative history of the Natural Gas 
Act, that Congress did not, in enacting the original act, intend to 
create a gap in the regulatory field, but rather, it intended to supple- 
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ment State regulation. It is not to be believed that Congress will now 
intend to abandon the purpose which it had when it enacted the origi- 
nal act. It will wish now, as it wished then, to sustain and strengthen 
regulation by State authority in the several States, not to render such 
regulation more difficult and less effective. If Congress shall direct 
its attention toward so defining matters subject to regulation by the 
Federal Commission as to require the Commission to confine its activi- 
ties to the national sphere, and at the same time shall make it clear 
that matters, though involving some interstate elements, removed 
from Federal regulation are considered local, and designed to be left 
to regulation by the State authority, it will be acting in furtherance of 
“harmonious dual regulation of the natural gas industry.” 

Mr. Chairman, the Pacific Conference of State Regulatory Cofn- 
missions, embracing the 11 States of the Pacific coast and Rocky 
Mountain area, at a conference last week adopted a resolution unani- 
mously, urging the Congress to enact H. R. 3769, or H. R. 3892, the 
Harris bill. 

Mr. Hrnsuaw. That will be included in the record at this point. 

(The document referred to follows:) 


PACIFIC CONFERENCE OF STATE REGULATORY COMMISSIONS 


[Copy] 
LaKe Hore, 
Yellowstone Park, Wyv., 
Justus F. CRAEMER, 
LaSalle Hotel, Chicago: 

Conference here today unanimously adopted resolution requesting NARUC 
executive committee in Chicago meeting take favorable action on H. R. 3769, 
Hinshaw bill, and H. R. 3892, Harris, bill and urging Congress enact said legis- 
lation. Conference unanimously endorsed H. R. 5664, Poulson bill, exempting 
natural gas pipelines from common carrier obligations and requested favorable 
action by Congress. Best to you and committee. 

Harowip P. Huts. 


Mr. Roperts. I would also like to include resolutions from the 
Oregon Commission, the Wis ‘Ol sin Comm) sion, the lin is Com 
merce Commission, the California Public Utilities Commission, the 
Indiana Publie Service Commission, the Michigan Public Service 
Commission, the Montana Publie Service Commission, the New Mex- 
ico Public Service Commission, and the Pennsylvania Public Utilities 
Commission. I have copies of these resolutions, and I would like to 
submit them for the record. ° 

Mr. Hinsuaw. They may be included in the record at this point. 

(The resolutions referred to follow :) 


IwsoLUTION 


Whereas, H. R. 3769 and H. R. 3892 (introduced by Congressman Hinshaw of 
California and Congressman Harris of Arkansas, respectively) are now pending 
in the 883d Congress, 1st session; and 

Whereas, such bills would amend the Natural Gas Act by creating a new sub- 
section (c) to section 1 thereof as follows: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, pro- 
vided such person and operation be subject to regulation by a State commission 
or other legally constituted local public authority. The matters exempted from 
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the provisions of this Act by this subsection are hereby declared to be matters 
primarily of local concern and subject to regulation by the several States.” 
and 

Whereas the enactment of such legislation would benefit State jurisdiction and 
would not materially affect Federal jurisdiction ; and 

Whereas the several States are able to regulate the matters and things con- 
tained in said proposed legislation and the adoption of said proposal appears to be 
in the public interest: Now, therefore, be it 

Resolved, That the pubiie utilities commissioner of the State of Oregon urges 
the Congress of the United States to enact said proposed legislation into law. 

Signed this 20th day of May 1953. 

CuHAs. H. HELTZEL, 
Public Utilities Commissioner, of Oregon. 





Whereas there are bills in identical form now pending in the 83d Congress 
Ist session, known as the Hinshaw-Harris bills (H. R. 3769 and H. R. 389 
to amend the Natural Gas Act; and 

Whereas the enactment of such legislation would result in exempting under 
the circumstances therein mentioned from jurisdiction of the Federal Power 
Commission, certain matters affecting the distribution of natural gas which are 
of local concern and the placing of jurisdiction to regulate said matters in the 
States and their appropriate regulatory agencies; and 

Whereas the enactment of such bills will result in a desirable apportionment 
between Federal and State jurisdiction over these matters, in that their enact- 
ment will leave to the Federal Power Commission jurisdiction over such mat- 
ters of national concern as must and can lawfully and effectively be regulated 
by it and to the States such matters of local concern as can lawfully and effec- 
tively be regulated by them: 

Now, therefore, the Congress of the United States is urged to enact the fore 
going bills into law. 

Dated at Madison, Wis., this 5th day of June 1953. 

PUBLIC SERVICE COMMISSION OF WISCONSIN. 
W. F. WHItNey, Commissioner. 
JAMES R. DuRFEE, Commissioner, 








STATE OF ILLINOIS 
Before the Illinois Commerce Commission 


In the matter of adopting a resolution urging the passage of the amendment rv 
section 1 of the Natural Gas Act as contained in bills H. R. 38769 and H. R. 
3892 


RESOLUTION 


Whereas H. R. 3769 gintroduced by Congressman Hinshaw of California) and 
H. R. 3892 (introduced by Congressman Harris of Arkansas) are now pending in 
the 83d Congress, 1st session; and, 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or 
to the sale in interstate commerce for resale of natural gas received by such 
person within or at the boundary of a State and ultimately consumed within 
such State, or to any facilities used by such person for such transportation or 
sale, provided such person and operation be subject to regulation by a State 
Commission or other legally constituted local public authority. The matters 
exempted from the provisions of this act by this subsection are hereby declared 
to be matters primarily of local concern and subject to regulation by the several 
States.” 


Whereas the enactment of said proposed legislation’ would be beneficial to 
State jurisdiction and would not materially affect Federal jurisdiction; and, 

Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legislation ; and, 
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Whereas we believe that the adoption of said proposal would be in the public 
interest; therefore, be it 
Resolved, That the Illinois Commerce Commission urges the Congress of the 
United States to enact said proposed legislation into law; be it further 
Resolved, That a copy of this resolution be transmitted to the National Asso- 
ciation of Railroad and Utilities Commissioners, and to the State regulatory body 
of each State in the United States. 
Dated at the Commission's offices in the city of Springfield, Ill., this 3d day 
of June 1953. 
[SEAL } ILLINOIS COMMERCE COMMISSION, 
GerorGE R. PERRINE, Chairman. 
Cyrus J. CoLTer, Commissioner. 
JessE L. SIMPSON, Commissioner. 
J. G. VAN KEeUREN, Commissioner. 
WILLIAM VICARS, Commissioner. 


By the Commission and pursuant to its action of June 3, 1953. 
By Tuomas A. GRAHAM, Secretary. 





RESOLUTION No. A-1168 


Whereas H. R. 3769 (introduced by Congressman Hinshaw of California) and 
H. R. 3892 (introduced by Congressman Harris of Arkansas) are now pending 
in the 83d Congress, 1st session; and, 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, provided 
suck person and operation be subject to regulation by a State commission or other 
legally constituted local public authority. The matters exempted from the pro- 
visions of this act by this subsection are hereby declared to be matters primarily 
of local e¢oncern and subject to regulation by the several States.” 
and, 

Whereas the enactment of said proposed legislation would be beneficial to State 
jurisdiction and would not materially affect Federal jurisdiction ; and, 

Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legislation ; and, 

Whereas we believe that the adoption of said proposal would be in the public 
interest; therefore, be it 

Resolved, That the Public Utilities Commission of the State of California urges 
the Congress of the United States to enact said proposed legislation into law. 

I hereby certify that the foregoing resolution was duly introduced, passed, 
and adopted at a regular session of the Public Utilities Commission of the State 
of California held on the 30th day of March 1953, the following commissioners 
vceting favorably thereon: 

R. E. Mittelstaedt, 
Justus F. Craemer, 
Harold P. Huls, 
Peter E. Mitchell. 
R. J. Pasatacn, Secretary, Public Utilities Commission of the 
State of California. 


STATE OF INDIANA 
,efore the Public Service Commission of Indiana 
RESOLUTION 


Whereas H. R. 3769 (introduced by Congressman Hinshaw of California), 
H. R. 3892 (introduced by Congressman Harris of Arkansas), and H. R. 5298 
(introduced by Congressman Beamer of Indiana) are now pending in the 83d 
Congress, 1st session ; and, 
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Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 
“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such 
person within or at the boundary of a State and ultimately consumed within 
such State, or to any facilities used by such person for such transportation or 
sale, provided such person and operation be subject to regulation by a State 
commission or other legally constituted local public authority. The matters 
exempted from the provisions of this act by this subsection are hereby declared 
to be matters primarily of local concern and subject to regulation by the several 
States.” 
and, 
Whereas the enactment of said proposed legislation would be beneficial to 
State jurisdiction and would not materially affect Federal juridsiction; and, 
Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legislation ; and, 
Whereas we believe that the adoption of said proposal would be in the public 
interest ; therefore, be it 
Resolved, That the Public Service Commission of Indiana urges the Congress 
of the United States to enact said proposed legislation into law; be it further 
Resolved, That a copy of this resolution be transmitted to the appropriate 
officials and committee members of the Senate and the House of Representatives 
of the United States, to the National Association of Railroad and Utilities Com- 
missioners, and to the Federal Power Commission. 
Dated at the Commission's offices in the city of Indianapolis, Ind., this 2d 
day of June 1953. 
PUBLIC SERVICE COMMISSION OF INDIANA, 
(Signed) Warren Buchanan, 
WARREN BUCHANAN, Chairman. 
(Signed) M. Elliot Belshaw, 
M. EvxLiot BELsHAw, Commissioner. 
(Signed) Wendell Tennis, 
WENDELL TENNIS, Commisstoner. 


Certified to be a true and correct copy of the resolution adopted by the Public 
Service Commission of Indiana, on June 2, 1953. 


By [s} Paul M. Tingle, 
[SEAL] PAUL M, TINGLE, Secretary of the Commisston. 





STATE oF MICHIGAN 
sefore the Michigan Public Service Commission 


In the matter of adopting a resolution urging the passage of the-amendment to 
Section 1 of the Natural Gas Act as contained in bills H. R. 3769 and H.R. 3782. 


RESOLUTION 


Whereas the Michigan Public Service Commission on May 7, 1952, adopted a 
resolution recommending passage of United States Senate bill 1084 amending 
section 2 of the Natural Gas Act. In view of the proposed legislation presently 
before the Congress of the United States, which legislation the Commission 
considers more favorable than Senate bill 1084, the Michigan Public Service 
Commission now desires to state its position relative to H. R. 3769 and H. R. 
3892 amending section 1 of the Natural Gas Act, presently being considered by the 
Congress of the United States, and in executive session hereby adopts the 
following resolution pertaining thereto: 

Whereas H. R. 3769 (introduced by Congressman Hinshaw of California) and 
H. R. 3892 (introduced by Congressman Harris, of Arkansas) are now pending 
in the 83d Congress, 1st session; and, 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
se-tion (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce or to 
the sale in interstate commerce for resale of natural gas received by such person 
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within or at the boundary of a State and ultimately consumed within such 
State, or to any facilities used by such person for such transportation or 
sale, provided such person and operation be subject to regulation by a State 
commission or other legally constituted local public authority. The matters 
exempted from the provisions of this act by this subsection are hereby declared 
to be matters primarily of local concern and subject to regulation by the several 
States”; and 
Whereas the enactment of said proposed legislation would be beneficial to State 
jurisdiction and would not materially affect Federal jurisdiction; and, 
Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legisiation; and 
Whereas we believe that the adoption of said proposal would be in the public 
interest: Therefore, be it 
Resolved, That the Michigan Public Service Commission urges the Congress 
of the United States to enact said proposed legislation into law; be it further 
Resolved, That a copy of this resolution be transmitted to the appropriate 
officials and committee members of the Senate and the House of Representatives 
of the United States ; and be it further 
Resolved, That a copy of this resolution be transmitted to the National Associa- 
tion of Railroad and Utilities Commissioners, and to the State regulatory body 
of each State in the United States. 
Dated at the commission’s offices in the city of Lansing, Mich., this 22d day 
of May 1953. 
[SEAL] 
MICHIGAN PusLIc SERVICE COMMISSION, 
JoHn H. McCarruy, Chairman. 
Maurice E. Hunt, Commissioner. 
JOHN M. VEALE, Commissioner. 
By the commission and pursuant to its action of May 22, 1953. 


S. A. LUND, Secretary. 


RESOLUTION OF THE Boarp oF RAILROAD COMMISSIONERS OF THE STATE OF MONTANA, 
Ex Orricio Pusiic SERVICE COMMISSION 


Subject: Advocating that the Congress of the United States enact into law 
certain pending legislation dealing with amendment of the Natural Gas Act, 
as proposed by Congressman Hinshaw, of California (H. R. 3769) and Con- 
gressman Harris, of Arkansas (H. R. 3892). 

Whereas the Board of Railroad Commissioners of the State of Montana, Ex 
Officio Public Service Commission, consisting of three duly qualified, elected, and 
acting commissioners whose signatures are affixed below, is a legislative agency 
of the State of Montana, created pursuant to authority granted the Montana 
Legislature by the Constitution of this State; the agency whose duty it is to 
regulate the various public utilities operating within the State, and those rail- 
road and motor carrier businesses whose intrastate operations are impressed 
with a public interest, and 

Whervas the said board is fully cognizant of certain legislation now pending 
before the.Congress of the United States, namely, H. R. 3769, introduced by 
Congressman Hinshaw, of California, and H. R. 3892, introduced by Congress- 
man Harris, of Arkansas, which, if enacted, would amend the Natural Gas Act 
by the addition thereto of a new subsection (c) to section 1 of the act, referenced 
subsection reading as follows, to wit: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or 
to the sale in interstate commerce for resale, of natural gas received by such 
person within or at the boundary of a State and ultimately consumed within such 
State, or to any facilities used by such person for such transportation or sale, 
provided such person and operation be subject to regulation by a State com 
mission or other legally constituted local public authority. The matters exempted 
from the provisions of this act by this subsection are hereby declared to be 
matters primarily of local concern and subject to regulation by the several 
States”; and 

Whereas the enactment of the said legislation would be beneficial to State 
jurisdiction and would not materially affect Federal jurisdiction; and 

Whereas the several States are competent to regulate the things and matters 
concerned in said proposed legislation ; and 
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Whereas it is the considered opinion of this Board that such enactment would 
be in the best interest of the general public, it being the duty of this and other 
similarly constituted State regulatory agencies to keep uppermost in mind their 
responsibility in advocating beneficial legislation such as this, and opposing, 
where necessary, that which is deemed detrimental: Now, therefore, be it 

Resolved by the Board of Railroad Commissioners of the State of Montana, 
Ex Officio Public Service Commission, That the Congress of the United States is 
respectfully requested to favorably consider and enact into law the proposed 
amendment to the Natural Gas Act, as stated supra; and be it further 

Resolved, That we concur in similar resolutions adopted, or that may in the 
future be adopted, by the various State regulatory agencies dealing with advoca- 
tion of enactment of the said proposed legislation ; and be it further 

Resolved, That a copy of this resolution be forwarded to honorable Senators 
James EK. Murray, and Mike Mansfield, and honorable Representatives Wesley 
D’Ewart and Lee Metcalf, the duly qualified elected and acting Members of the 
Congress of the United States from the State of Montana, and to other appro- 
priate Members of the United States Senate and House of Representatives, and 
to the National Association of Railroad and Utilities Commissioners and all 
State regulatory bodies of the other 47 States. 

Done this 26th day of May 1953, in the offices of the Montana Railroad Com- 
mission, Capitol Building, Helena, Mont. 


MonTaNA BoArp oF RAILROAD COMMISSIONERS. 
JOHN E. HENRY, Chairman. 
AusTIN B. MiIDpETON, Commissioner. 
Lreonarp C. Younc, Commissioner. 
Attest: 
[OFFICIAL SEAL] JoHN H. RISKEN, 
Secretary-Counsel. 


New Mexico PusLic SERVICE COMMISSION ADOPTING RESOLUTION APPROVING 
AMENDMENT TO NATURAL Gas AcT, May 20, 1953 


A special meeting of the commission was called for Wednesday, May 20, 1953, 
to discuss H. R. 3769 and H. R. 3892, amending the Natural Gas Act by adding a 
new subsection (c) to section 1 of said act. 

Following the discussion of the proposed bill, the commission took the follow- 
ing action: 

“Whereas H. R. 3769 (introduced by Congressman Hinshaw of California) 
and H. R. 3892 (introduced by Congressman Harris of Arkansas) are now pend- 
ing in the 83d Congress, 1st session; and 

“Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“*(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such per- 
son within or at the boundary of a State and ultimately consumed within such 
State, or to any facilities used by such person for such transportation or sale, 
provided such person and operation be subject to regulation by a State com- 
mission or other legally constituted local public authority. The matters exempted 
from the provisions of this act by this subsection are hereby declared to be mat- 
ters primarily of local concern and subject to regulation by the several States’; 
and 

“Whereas the enactment of said proposed legislation would be beneficial to 
State jurisdiction and would not materially affect Federal jurisdiction ; and 

“Whereas the several States are fully capable of regulating all the matters 
and things comprehended by said proposed legislation; and 

“Whereas we believe that the adoption of said proposal would be in the public 
interest: Therefore be it 

“Resolved, That the New Mexico Public Service Commission urge the Congress 
of the United States to enact said proposed legislation into law.” 

There being no further business, the meeting adjourned. 

New Mexico Pustic SErRvICE COMMISSION, 
L. W. LeteranD, Chairman. 

F. WAYNE Laws, Commissioner. 

Don R. Casapos, Commissioner. 


By the commission and pursuant to its action of May 20, 1953. 
By Doris Dozier, Secretary. 
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PENNSYLVANIA PuslLic UTiILiry COMMISSION 





RESOLUTION 


Whereas H. R. 37€9 (introduced by Congressman Hinshaw of California), 
H. R. 3892 (introduced by Congressman Harris cf Arkansas), and H. R. 5298 
(introduced by Congressman Beamer of Indiana) are now pending in the 83d 
Congress, Ist session; and 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such 
State, or to any facilities used by such person for such transportation or sale, 
provided such person and operation be subject to regulation by a State Com- 
mission or other legally constituted local public authority. The matters exempted 
from the provisions of this Act by this subsection are hereby declared to be 
matters primarily of local concern and subject to regulation by the several 
States”; and 

Whereas the enactment of said proposed legislation would be beneficial to State 
jurisdiction and would not materially affect Federal jurisdiction; and 

Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legislation ; and 

Whereas we believe that the adoption of said proposal would be in the public 
interest: Therefore be it 

Resolwed, That the Public Utility Commission of Pennsylvania favor the enact- 
ment of the proposed legislation into law; and be it further 

Resolved, That a copy of this resolution be transmitted to the appropriate com- 
mittees of the Senate and the House of Representatives of the United States, to 
the National Association of Railroad and Utilities Commissioners, and to the 
Federal Power Commission. 

Resolved at a regular executive meeting in the commission’s offices at Harris- 
burg, Pa., this 16th day of June 1953. 

PENNSYLVANIA PUBLIC UTitiry COMMISSION, 

[SEAL] LeEoN ScHwArtTz, Chairman, 

Attest: 

CAROLINE J. WALKER, Acting Secretary. 

Mr. Roserrs. The Southeastern Association of Railroad and Utility 
Commissioners, embracing the 14 Southeastern States east of the Mis- 
sissippi River and south of the Ohio and Potomac Rivers, have like- 
wise endorsed that resolution. 

Mr. Hrinsuaw. I understand Mr. Walter M. McDonald, the presi- 
dent of that association, is present this morning, and he may at a 
later time confirm that fact. 

Mr. Roserts. That is correct, sir. There are representatives from 
other individual State commissions here this morning who will also 
areage resolutions and actions of their commissions. I know of no 
State commission which has taken a position opposing the enactment 
of this legislation. 

Mr. Hinsuaw. Thank you, Mr. Roberts. 

May I ask whether or not the executive committee of the National 
Association of Railroad and Utilities Commissioners is authorized to 
pass a resolution binding upon the entire body ¢ 

Mr. Roserts. Yes, sir; under the constitution, the executive com- 
mittee has authority to act on legislation between the annual conven- 
tions of the association. 

Mr. Hinsnaw. Therefore, this resolution which you presented from 
them embraces the thoughts of the entire 48 States, the District of 
Columbia, Hawaii, and Puerto Rico? 
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Mr. Rozerts. That is correct, sir. Our executive committee is com- 
posed of 24 appointed members, and the 6 past presidents are ex officio 
members, so there is a representation of 18 or 20 States on the execu- 
tive committee; and, through their contacts prior to attending the 
executive-committee meeting in Chicago, I feel certain it reflects the 
thinking of all of the regulatory commissions of the 48 States. 

Mr. Hinsuaw. Are there any questions by the members of the 
subcommittee ¢ 

Mr. Ker. I believe you stated that there were no State commis- 
sions that opposed this. 

Mr. Rozerts. I know of no State commissions that oppose this. 

Mr. Kuern. Do you know the position of the Federal Power Com- 
mission ¢ 

Mr. Rogerts. Commissioner Draper is here to testify this morning. 

Mr. Kier. You do not know what their position is? 

Mr. Roperts. No, sir; I am speaking for the State commissions. 

Mr. Kurrn. As I understand your position, you feel that these 
States in which the gas companies are located, which distribute ex- 
clusively intrastate, should have jurisdiction, and the companies should 
not be subject to any Federal regulation by the Federal Power Com- 
mission. Does it go that far? 

Mr. Roserts. To the extent or if they are regulated by a State com- 
mission, they should not be regulated by the Federal Power Commis- 
sion. 

Mr. Kuern. They are all regulated by State commissions. 

Mr. Roserts. Yes, sir. 

Mr. Kier. And you would say they should not be subject to any 
Federal regulation whatsoever ¢ 

Mr. Roserts. That is correct, sir. 

Mr. Hinsuaw. Are there any other questions ? 

Mr. Cartyte. Mr. Chairman, I might state that I have a resolution 
in my Office, of the Utilities Commission of North Carolina, approving 
H. R. 3769. 

Mr. Hinsuaw. Would you like to have that resolution inserted in 
the record ¢ 

Mr. Cartyie. Yes; and I will deliver it to the clerk. I will send it 
to the clerk to be incorporated in the record. 

Mr. Hinsuaw. It will be inserted in the record at this point. 
(The resolution referred to follows :) 


STATE OF NORTH CAROLINA 
Before the North Carolina Utilities Commission 
RESOLUTION 


Whereas in an executive session the North Carolina Utilities Commission, 
hereby adopts the following resolution pertaining to H. R. 3769 (introduced by 
Congressman Hinshaw of California) now pending before the 83d Congress, 1st 
session ; and, 

Whereas said bill seeks to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, provided 
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such person and operation be subject to regulation by a State Commission or 
other legally constituted local public authority. The matters exempted from 
the provisions of this act by this subsection are hereby declared to be matters 
primarily of local concern and subject to regulation by the several States”: 
therefore, be it 

Resolved, That the North Carolina Utilities Commission urges the Congress of 
the United States to enact said proposed legislation into law. 

Dated at the commission’s offices, in the city of Raleigh, this 9th day of 
June, 1953. 

By order of the commission. 

Mary Laurens RicHArDson, Chief Clerk. 

Mr. Harris. Mr. Roberts, you were speaking of jurisdiction with 
reference to distribution companies within the area of a State, or local 
jurisdiction’ wherein that company serves the public, in that vicinity. 

Mr. Roserrs. That is correct, a company which receives the gas, 
all of whose facilities are located within the State and all of the gas 
being consumed within the State. 

Mr. Harris. Are you talking about distribution facilities, and such 
lines that might be necessary to bring the gas from the interstate 
trunkline to their own distribution system within the State? 

Mr. Roperts. Yes, sir. And that would also include in the three 
instances I cited, where they transport only for their own use, where 
they transport for their own use and make a sale for resale to another 
company within that State, with that gas being consumed in that 
State. 

Mr. Harris. Where they transport the gas, you say, for the purpose 
of resale to another company within the State? 

Mr. Roserts. That is right, for consumption within the State. 

Mr. Harris. For consumption or resale for distribution within the 
State ? 

Mr. Rozerrs. Yes, sir, within the State. 

Mr. Harris. Now, let us get that straight. There is some difference 
as to the purpose for which the resale is made. As long as you trans- 
port it for the purpose of resale to another company for distribution 
purposes to the general public, then it applies, is that true? 

Mr. Ronerrs. If I understand you correctly; yes, sir. These three 
situations which I mentioned here, one is, in all instances the gas must 
be received at the boundary of the State and consumed within that 
State; in one instance a distribution company transports it for its 
own use, and in the second instance it may transport it for its own 
use and it may sell a quantity of it at resale to a second company 
which distributes it within the same State; or in the third instance, 
it may make a sale at resale to that company for consumption within 
that State. And in all instances, the gas is received at the boundary 
of the State, and all of the facilities are located within the State, 
and all of the gas is eventually consumed within that State. 

Mr. Harris. I think that I understand what you mean. 

Now, the East Ohio case decided by the Supreme Court is where 
the East Ohio Co. took the gas from the Standard company, or a 
subsidiary of Standard 





Mr. Rozerts. The Hope subsidiary. 

Mr. Harris. Took it on the Ohio side. I was under the impression 
they went across the river and got it on the West Virginia side. It 
was on the Ohio side, was it? Now, was the interstate trunkline on 
the Ohio side ? 
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Mr. Roserrs. The facilities owned by the East Ohio Gas Co. were 
within the State of Ohio. 

Mr. Hares. I understand that, but where was the trunkline? Was 
the trunkline transporting the gas in interstate commerce? 

Mr. Roserts. As a result of the Supreme Court decision, you mean ? 

Mr. Harris. No; asan actual fact.: 

Mr. Rozerts. It was received from West Virginia, I believe. 

Mr. Harris. All right. Are you familiar with this particular trunk- 
line that was in question in the East Ohio case ¢ 

Mr. Roperrs. Yes, sir; I believe so. 

Mr. Harris. Where did it run from and run to! 

Mr. Roserrs. The pipeline that was involved in the East Ohio case 
ran, as I understand, from the Ohio River to the distribution area of 
the East Ohio Gas Co. 

Mr. Harris. I am talking about the field where the gas came from. 

Mr. Roserrs. From West Virginia, but it was transported to the 
Ohio River by the Hope Natural Gas Co. 

Mr. Harris. And, in other words, the Hope Natural Gas Co., with 
its big interstate trunklines, gathered the gas or got the gas out of 
the West Virginia natural gas field, is that right? 

Mr. Ronerts. That is correct. 

Mr. Harris. And it was transporting it in interstate commerce by 
this big trunkline. Where does this trunkline go to? 

Mr. Roserrs. It is connected with the East Ohio facilities at the 
Ohio River. 

Mr. Harris. Is that the end of it? 

Mr. Roserts. I believe so; yes, sir. 

Mr. Harris. In other words, this particular trunkline takes the gas 
only to the East Ohio Co. ? 

Mr. Roserts. That is correct, sir. 

Mr. Harrts. Is that correct ? 

Mr. Roserts. That is my understanding of the situation; yes, sir. 

Mr. Harris. All right, now. The Hope Natural Gas Co. delivered 
it across the Ohio River into Ohio, where the East Ohio Co. picked 
itup ? 

Mr. Ropserts. Yes; that ismy understanding, sir. 

Mr. Harris. That is your understanding ? 

Mr. Roperts. Yes, sir. 

Mr. Harrts. You have read the case, have you not? 

Mr. Roserts. Yes, sir. 

Mr. Harris. And that was the case and the situation in which the 
Supreme Court interpreted this particular jurisdictional section of 
the Natural Gas Act? 

Mr. Roperts. The Supreme Court decision in the East Ohio case 
applied to the facilities of the East Ohio Co., which picked it up at that 
point and carried it to its distribution area within Ohio; and, as I 
understand the language of the decision, the theory was that the con- 
tinuous flow in interstate commerce of that gas through that pipeline 
meant the transmission facilities of the East Ohio Gas Co. within the 
State of Ohio were being employed in transportation of natural gas 
in interstate commerce. 

Mr. Harris. That is true, and the point I was trying to get into 
the record is the facts and circumstances that were in that particular 
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case, one on which the Supreme Court interpreted the jurisdictional 
section of the Natural Gas Act-—— ’ 

Mr. Roserts. That is correct. 

Mr. Harris (continuing). And it is because of that interpretation, 
based on the facts as have been related, that we have here today this 
bill to amend the jurisdictional section of the Natural Gas Act. 

Mr. Roserts. The provisions of this bill would correct that section, 
and place that company under State commission jurisdiction. 

Mr. Harris. And that has to do also with the dual regulation, which 
the Natural Gas Act itself recognized when it was passed in 1938. 

Mr. Roperts. I do not follow you there, sir. 

Mr. Harris. Well, I am trying to make the record on the thing. 
That is all Iam trying to do. The Natural Gas Act of 1938 recognized 
the question of dual regulation, did it not? 

Mr. Ropserrs. Yes, sir; it did. 

Mr. Harris. And it was the intention by most people who had fol- 
lowed that act, and the intent of Congress, that 1t was not intended 
that the Federal Power Commission or the Federal Government and 
the State regulatory commissions would both regulate such operations, 

Mr. Roserts. That is correct, sir. It was intended to recognize the 
State regulation and supplement it by the Federal regulatory agency, 
and it was not intended to supplant the regulation by the State com- 
missions or overlap their regulation. 

Mr. Harrts. In other words, as the record, so it is contended by some, 
reveals, in the consideration of the Natural Gas Act of 1938, the Fed- 
eral Government was not to go in and regulate these distr ibuting facili- 
ties on a local basis where the State regulatory authorities had control 
and maintained that control. 

Mr. Roserts. I agree with you 100 percent on that. 

Mr. Harris. And this legislation here is necessary because the Su- 
preme Court had interpret ted the act otherwise. 

Mr. Roserts. That is correct. 

Mr. Harris. What about a situation like this: You have a distribut- 
ing company within a State, wholly within a State. It takes its gas 
from the interstate trunklines—just across the State boundary in the 
other State is where it is located. Now, this proposal here would apply 
to that type of a situation ? 

Mr. Roserts. If a company was engaged only in the local distribu- 
tion of natural gas, I believe they would still be exempt under the ex- 
isting provisions of 1 (b), which exempt the local distribution of 
natural gas and the facilities used therefor. 

Mr. Harris. In other words, if the trunkline comes up to within 
a few feet of the State line, and the local distributing company had a 
contract to get its gas from that interstate trunkline, and the local 
company would run its line over to the trunkline where it would take 
the gas from it, across the line into the State where it distributes on a 
local basis the gas which is consumed wholly within the State, would 
this bill reach that situation ? 

Mr. Roserts. If that gas was received at the boundary of the State 
and ultimately consumed within that State and have all the facilities 
located within the State, the provisions of this language would exempt 
that from Federal Power Commission regulation and leave it subject 
to State commission regulation. 

Mr. Harris. What is considered “at the boundary,” then? 

36475—53——4 
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Mr. Roserts. Within or at the boundary would be the geographical 
boundary of the State. 

Mr. Hinsuaw. If the gentleman will yield. 

There must be some variation of a few feet, one way or another, 
where the one pipeline intersects the other or meets the other. Now, 
to meet exactly on the boundary is a very difficult thing. 

Mr. Bennett. Well, in the situation that Mr. Harris just mentioned, 
does the Federal Power Commission control or regulate the price that 
the pipeline company charges the distributing company, in any case# 

Mr. Roserrts. ‘They do at the present time, and they would continue 
to under this amendment. 

Mr. Bennert. Now, when the pipeline company sells to a local dis- 
tributing company within the State, and then that local distributin 
company in turn resells that gas running through its pipeline, an 
sells it at wholesale, but does not distribute it to the customers, and 
sells it to another distributing company, under present law who 
controls the price of that sale? 

Mr. Roserts. Under the application of the present law by the Fed- 
eral Power Commission, if there is a sale for resale involved, and it 
is an out-of-State source of gas, the Federal Power Commission asserts 
jurisdiction. 

Under the provisions of this amendment, if the gas is received at the 
boundary of the State and the facilities are located within the State 
and the gas consumed in that State, including situations where there 
is a sale for resale, it would be exempt from the Federal Power Com- 
mission and subject to the State commission jurisdiction. 

Mr. Bennetr. Would the State then regulate the price of the pipe- 
line company and the distributing company ¢ 

Mr. Roserts. That is correct. 

Mr. Bennett. Maybe I do not make myself clear . In such a case, 
would the Federal Power Commission enter into the picture at all? 

Mr. Roserts. With the enactment of this amendment, the Power 
Commission would not. Under the provisions of this the State com- 
mission would certify to the Power Commission that it had juris- 
diction and was exercising it, and the company would then be subject 
to the regulation of the State commission and exempt from Power 
Commission jurisdiction. 

Mr. Bennett. When the gas comes into the State and it is sold to 
a distributing company, the Federal Power Commission controls the 
sale price of that transaction. 

Mr. Rozerts. When it is sold by the pipeline or trunkline to the 
distribution company, that rate would still be fixed by the Federal 
Power Commission. 

Mr. Bennetr. And under the present law, if the distributing com- 
pany wholesales it to another distributor, the Federal Power Com- 
mission also controls that price. 

Mr. Roserrs. Yes, sir. 

Mr. Bennerrt. Under your bill or under the bill you favor, would 
ou take jurisdiction away from the Federal Power Commission in 
oth cases; that is, the first sale to the distributing company? 

Mr. Roserts. The sale from the interstate trunkline to the local 
distributing company would still be subject to Federal Power Com- 
mission regulation, and they would set that rate. But the resale by 
the distribution company within the State would be regulated by the 
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State commission if it had authority and could so certify to the Fed- 
eral Power Commission. 2 , 

Mr. Bennerr. And that would still be the case if the company 
within the State sold all of the gas at wholesale and it did not dis- 
tribute any of it? 

Mr. Roserts. That would still be the case if it was an intrastate 
company. 

Mr. Bennett. Well, this bill does not affect the jurisdiction of the 
Federal Power Commission to regulate the sale to a company within 
the State, but prohibits the Federal Power Commission control after 
it once gets into a particular State, regardless of what is done with 
it; is that about it? 

Mr. Roserts. That is right. Once the gas gets within the State to 
be consumed within that State, it makes it a matter of State regulation 
and not Federal Power Commission regulation. 

Mr. Bennett. And it does not make any difference what the local 
or State distributing company does, whether it sells it wholesale or 
sells part of it wholesale, or what? 

Mr. Roverts. That is correct. 

Mr. Kuern. Provided it is used in that particular State. 

Mr. Rozerts. Yes. I understood that that was intended; that it 
was facilities within the State and the gas consumed within that State. 

Mr. Kern. You do not question the fact that if that gas which was 
received intrastate, in a particular State, is subsequently sold to a 
company or individuals outside the State, you agree, then, that the 
Federal Power Commission should retain control ? 

Mr. Roserts. Yes; I do if it goes on through the State to an adjoin- 
ing State for consumption. Then it would remain subject to Power 
Commission control. 

Mr. Harris. Now, let me get back to the example that I proposed 
a moment ago. I think it is the Texas Eastern Transmission Co. 
which runs from the Louisiana fields, or it is a transmission company 
anyway, and it comes out of Louisiana, crosses the southeastern por- 
tion of Arkansas, and goes across the Mississippi River and up the 
river on the eastern side in Mississippi. Ata particular station known 
as the transmission company’s No. 6 station, the Mid-South Gas Co. 
takes gas from that transmission line. In its own small line it trans- 
ports it across the Mississippi River into Arkansas. There Mid-South 
distributes it to various communities. It is a local distributing com- 
pany, distributing gas to the various communities within that State. 
Would that company be exempt ? 

Mr. Rozerrs. If I understand the situation, they take over on the 
east side of the Mississippi River. So, in fact, their line extends be- 
yond the boundary of the State. Precisely, in a very strict construc- 
tion of perhaps the language of “within” or “at the boundary of a 
State,” it would exclude them. But I would think, in the orderly 
administration of the act by the Federal Power Commission, they 
would have no reason to assert jurisdiction over a company like that, 
and I would certainly hope that they would so construe this boundary 
proposition with enough leeway to exempt a company in a situation 
where they are engaged only in local distribution. I think it would 
be a matter of the administration of the language. 

Mr. Harris. It is my understanding that the Bow bill that was pro- 
posed, and the O’Conor bill passed in the Senate last year, would apply 
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to that type of situation. Now, what is the difference in this respect 
between the Bow bill ayd the bill proposed here ? 

Mr. Roserts. Well, the only difference I see is that the language 
of this bill contains the provision for the gas being received within or 
at the boundary of a State. I do not know what terminology was con- 
tained in the Bow bill. 

Mr. Harris. Well, I assume that you are a lawyer, are you not? 

Mr. Roserts. Yes, sir. 

Mr. Harris. You have given a great deal of study to these jurisdic- 
tional questions, I assume, with reference to local distributing com- 
panies, and the control and regulation within the State, and also the 
jurisdictional questions involved here. 

Mr. Roserts. That is correct, sir. 

Mr. Harris. Will you take that situation that I just proposed to 
you, and take the provisions of the Bow bill, which are the same as the 
O’Conor bill that passed the Senate last year, and the provisions of the 
bill which you proposed here, and analyze them and give me your 
opinion with reference to this particular situation ? 

Mr. Roserts. I will be glad to do that, sir. 

Mr. Harris. Personally, I cannot see any reason why the same situ- 
ation would not apply where they went 2 miles over the interstate 
trunkline to get the gas as would apply at the bank of the Mississippi 
River. 

Mr. Hinsuaw. I think that that situation could very well be obvi- 
ated by the interstate transmission company purchasing that much of 
the line of the other company which takes it across the Mississippi 
River. 

Mr. Harris. With one exception. The interstate transmission com- 
pany will not assume the responsibility for transporting it across the 
Mississippi River. 

Mr. Hinsuaw. That is a sort of bullheadedness; or they might sell 
it to somebody else, sell it to a third party. It would be a mile or so 
of pipeline. 

Mr. Harris. It would be a simpler proposition, it seems to me, to 
clarify the act to take care of the same type of situation which applied. 
We have got the problem before us. 

Mr. Hinsuaw. Now we will hear from Mr, Draper, the vice chair- 
man of the Federal Power Commission. I believe Mr. Draper has been 
a member of the Federal Power Commission since its organization. 
Is that right, Mr. Draper? 

Commissioner Draper. That is correct. 

Mr. Hrysuaw. And only last week were made vice chairman? 

Commissioner Drarer. Well, that was not the first time I have been 
vice chairman. 

Mr. Hinsnraw. We will be very glad to hear from you, sir. 


STATEMENT OF HON. CLAUDE L. DRAPER, VICE CHAIRMAN OF 
THE FEDERAL POWER COMMISSION 


Commissioner Draper. I might say, previous to coming on the Fed- 
eral Power Commission, I was a member of the Wyoming Public 
Service Commission for 12 years. I was chairman of the Wyoming 
Commission before coming on the Federal Power Commission. 
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Mr. Hinsuaw. Mr. Draper, we are very anxious to hear from you. 
Commissioner Draper. It is going to be very short, sir. 
Mr. Chairman and members of the committee, may I express the 

appreciation of the Federal Power Commission for the invitation 
from your chairman to appear here today during the consideration of 
legislation to amend the Natural Gas Act. The bills which I under- 
stand are before you are generally intended to deal with a situation 
which has arisen in recent years. We understand these bills to be 

H. R. 2679, by Mr. Bow; H. R. 3707, by Mr. Priest ; H. R. 3769, by Mr. 

Hinshaw; H. R. 3892, by Mr. Harris; and H. R. 5298, by Mr. Beamer 
Under the Natural Gas Act the Federal Power Commission is given 

jurisdiction over the interstate transmission of natural gas. The 

companies engaged in such transmission generally oper aa in more 
than one State, but in a number of instances their operations are car- 
ried on within a single State, the gas being purchased either within 
such State or at its border. In many instances what may be called 
stub lines located within a single State are subject to Federal Power 

Commission jurisdiction, and a certificate of public convenience and 

necessity must be secured. A number of States also require State 

approval of these lines, and there is some overlapping and duplica- 
tion of the State and Federal regulation. 

As you know, a new chairman of the Federal Power Commission 
was appointed by President Eisenhower recently, and there is at pres- 
ent a vacancy in our membership. However, the four members of the 
Commission have been working with me smbers of the National Asso 
ciation of Railroad and Utilities Commissioners for the purpose of 
formulating language which would eliminate some of this duplication. 

We are in sympathy with the purposes of these bills and will en- 
deavor to assist in every way in meeting the problem which is brought 
to your attention by this legislation. However, we have not been 
able to agree upon specific language, although we are hopeful that we 
can reach an agreement on the language with the committee of the 
NARUC working on this problem. In other words, I think that there 
is going to be a meeting of the minds of the State associations and the 
State commissioners and the Federal Power Commission on this 
subject. 

Mr. Hinsuaw. Mr. Draper, I think that constitutes a record of some 
sort. I believe that is the shortest statement made by an officer of the 
Federal Government which I have had the privilege to hear 

Commissioner Draper. Brevity is my first. name, Mr. feel 

Mr. Kuer. I do not know whether you want to go into this, Mr. 
Draper 

Commissioner Draper. I am here to answer any questions. 

Mr. Kirin. The old Federal Power Commission—did they take a 
position on Federal legislation such as this? 

Commissioner Draver. Prev iously, yes; we recommended the Bow 
bill and the Harris bill. 

Mr. Kxrry. I have one other question. You state here that a num- 
ber of States also require State approval of these lines. Is it a fact 
that every State where they have any distribution of natural gas, the 
State commission actually has jur isdiction over them ? 

Commissioner Drarer. I would think yes, if they are facilities for 
local distribution, that the State Commissions would have jurisdic- 
tion. 
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Mr. Kier. Would the previous witness answer: Would it be true 
that every State has regulation for the distribution of natural gas 
within its own State? 

Mr. Roserts. No. There are 5 or 6 States that do not have local 
regulation of the distribution of natural gas. 

Mr. Krier. What would you do with those States if one of these 
bills, or all of these bills, were passed ? 

Mr. Rozerts. They would continue under the present situation, 
that the local distribution rates are not regulated. As far as these 
additional matters are concerned, under the amendment they would 
not be able to certify, because the State commission would not have 
jurisdiction, and so that jurisdiction would remain where it is now. 

Mr. Kier. With the Federal Power Commission ? 

Mr. Roperts. That is right. 

Mr. Kiery. You do not intend for any company to go unregulated 
entirely ¢ 

Mr. Roserts. There is no intent here to exempt anybody from reg- 
ulation, and it is merely to provide whether the State regulates it or 
the Federal Power Commission regulates it. 

Mr. Krier. Thank you very muc ch, 

Mr. Harris. Mr. Commissioner, the Federal Power Commission 
recommended the O’Conor bill, which passed the Senate in the last 
Congress, did it not? 

Commissioner Draper. Yes 

Mr. Harris. Now, the srovisions of that bill, which was identical 
to a bill that was tel Tea sh ‘ed this year by Mr. Priest over here, and 
Mr. Bow—would the provisions of that bill exempt the Midsouth 
Distributing Co. in Arkansas under the situation as I mentioned a 
moment ago? 

Commissioner Draper. They receive the gas outside of the State, 
you mean ¢ 

Mr. Harris. Yes. 

Commissioner Draprr. I will let our General Counsel answer that 
question. 

Mr. Hinsuaw. State your name for the record, please. 


STATEMENT OF WILLARD W. GATCHELL, GENERAL COUNSEL OF 
THE FEDERAL POWER COMMISSION 


Mr. Gatcuety. I am Willard Gatchell, the General Counsel of the 
Federal Power Commission. 

If I may answer Mr. Harris’ question, the Bow bill, as does the 
bill which you introduced, refers to the receipt of this gas by the local 
company within or at the border of a State, and then it is taken to 
points within the State for consumption within the State. 

Now, in the question which you pose, where it is immediately over 
the State line, I would suggest respectfully that if you want to be 
sure to cover that situation that it is easily enough covered by saying 
“or approximately at the border of a State.” 

I think under a technical reading of the Bow bill and the Priest 
bill and your bill, and the Hinshaw | bill, “at the State line” means at 
the State line, and it does not mean in the other State. If you want 
to cover the situation which, as I see it, is exactly comparable to the 
east Ohio situation except that the purchase is made right across the 
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Mississippi River and therefore technically is in the other State, I 
think you have a very simple problem of stating language in your 
bill which would say “approximately at the State line.” 

The Commission must take the law as you gentlemen write it. 

Mr. Harris. That is the point I raise here. 

Mr. Gatcuen. I think the Federal Power Commission is thor- 
oughly in agreement with your desire to cover that situation, and the 
language is very easily put in. 

Mr: Harris. Now, may I ask about one other situation. You are 
familiar with this situation, this particular case, I am sure, are you 
not # 

Mr. GaTcHELL. Yes, sir. 

Mr. Harris. Now, you will recall that from the Texas Eastern 
Transmission Co.’s station, the same distributing company, the Mid- 
South, takes gas across the Mississippi River, and brings it into 
Arkansas for distributing purposes. At the same time the Arkansas 
Power & Light Co. had its generating plant at Forrest City and has 
a contract with the interstate trunkline for gas which it uses at its 
generating station that it receives through the Mid-South’s distribut- 
ing line. 

‘Now, would the language in this new proposal where it says “for 
resale,” take care of that situation? In other words, would the fact 
that the Arkansas Power & Light Co. transports its gas through the 
Mid-South’s distributing line bring the distributing company under 
the jurdiction of the Federal Power Commission ? 

Mr. Garcnet.. Is it transported for hire, Mr. Harris? I am just 
not familiar with the precise situation that you state, but I think the 
purpose of all of these, gentlemen, is very simply stated: The local 
company which purchases the gas should not be subject to regulation 
by the Federal Power Commission and the State commission, too, 
and therefore they are trying to take out from Federal control those 
matters which at present, under the law, do come under it. And I 
would think that the bill as drawn would cover the situation of the 
Arkansas Power & Light unless it transports for hire. 

Mr. Harris. That is the point that I want to make. The Mid-South 
Co. has nothing whatsoever to do with gas that this Arkansas Power 
& Light Co. gets from the Texas Eastern Transmission Co. The gas 
goes through their lines, and the Arkansas Power & Light Co. pays 
the transmission company for it. As the Mid-South has nothing what- 
soever to do with it, [ just did not want them to get caught in a tech- 
nicality and come within the Commission jurisdiction when it was 
the intention to leave the jurisdiction of such matters with the local 
State nyguisiory commissions. 

Mr. Garenx.t. I do not believe so. I think the bill would take 
them out. 

Mr. Harris. Will you give alittle attention to that, and advise me? 

Mr. GarcHey. Yes, sir, I certainly will. 

Mr. Hrinsuaw. I think, if the gentleman will yield, as Mr. Gatchell’s 
presence has been requested by other members for this afternoon, that 
he might give that matter some consideration in the meantime, and 
perhaps present the answer this afternoon for the record. 

That would be satisfactory to the gentleman from Arkansas, would 
it? 
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Mr. Harris. Perfectly satisfactory, and I would be glad to give you 
a copy of this map here, Mr. Gatchell, which will show just what I 
have in mind. 

Mr. Hinsnaw. I am going to yield for a moment to the clerk of our 
committee to make a statement. That is an unusual incident, but it 
is worthy of our attention. 

Mr. Layton (the clerk). Some 25 years ago I was looking for one 
of the finest clerks that could be obtained as an assistant clerk in this 
committee. There was sent to me at that time a young fellow by the 
name of Gatchell. He worked with me for some 4 or 5 years, and 
developed to be one of the best clerks that I have ever had, up to that 
time or since. I have watched him all through the years develop with 
the Federal Power Commission, where he went direct from this com- 
mittee, and today he is the General Counsel of the Commission, and a 
fine American, and I am very happy to see him here. 

Mr. Hinsnaw. Thank you very much. 

Mr. Gatcnett. Thank you very much. 

Mr. Hrxsnaw. It is fortunate for him, perhaps, that you still 
remain clerk of this committee. Otherwise, he might still be attached 
to the committee, and he might also be its clerk. 

Now, gentlemen, may I say that we are going to try to meet this 
afternoon at 2:30. We havea very important matter on the floor of 
the House, including many quorum calls, and so forth, but I think 
we can get together at 2: 30. 

Commissioner Draper. I understand I am excused. 

Mr. HinsHaw. You are excused, and I think Mr. Gatchell can 
answer the questions this afternoon. 

(Whereupon, at 11:25 a. m., a recess was taken until 2:30 p. m., 
of the same day.) 

AFTER RECESS 


Mr. Hrnsuaw (presiding). The committee will come to order. 

I think for this afternoon we will hear several of the commissioners. 
Mr. Louis B. Warren, of the Connecticut Publie Utilities Commission. 
will be the next witness. 


STATEMENT OF LOUIS B. WARREN, EXECUTIVE SECRETARY, CON- 
NECTICUT PUBLIC UTILITIES COMMISSION, ON BEHALF OF 
EUGENE S. LOUGHLIN, CHAIRMAN, CONNECTICUT PUBLIC 
UTILITIES COMMISSION 


Mr. Warren. My statement will be short, Mr. Chairman. My name 
is Louis B. Warren. I am the executive secretary of the Connecticut 
Public Utilities Commission. I am here representing Eugene S. 
Loughlin, as president of the National Association of Railroad and 
Utilities Commissioners, and also chairman of the Connecticut Public 
Utilities Commission in support of the passage of H. R. 3769. 

It is obvious that the cost of operation to utilities furnishing natural 

gas would be increased considerably under dual regulation from the 
Foddes al Power Commission, and the individual State commissions, 
The Connecticut Commission has inquired of the few Connecticut 
utilities now operating, what the additional costs of dual regulation 
would be. The best informed estimates indicate that regulation by the 
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Federal Power Commission in addition to regulation by the Connecti- 
cut Commission would result in additional costs to these utilities of 
approximately $50,000 annually. 

The effect of these additional costs would be felt not only by the 
utilities themselves, but also by the customers they serve. These are 
estimated direct out-of-pocket costs. 

Of perhaps more importance are the delays incident to securing 
necessary approvals of the Federal Power Commission on matters 
such as extensions ot gas fac ilities, chi anges or re Visions in rt ates, in 
financing requirements of the utilities. It is difficult to estimate the 
additional costs due to such del: ays but they might well be substantial. 
The NRUCA and the Connecticut Commission feel very strongly that 
the matters which are proposed to be e xempted under this amendment 
are matters of local concern only subject to regulation by the indi- 
vidual States, and that dual regulation would i een a severe hardship 
on the utilities and on the consumers of natural g: 

With your pe rmission, I would like to place in the record a resolu- 
tion adopted by the Connecticut Public Utilities Commission on 
June 17, 1953, in favor of the passage of this amendment. 

Mr. Hinsuaw. The resolution will be included at this point in the 
record. 

(The resolution is as follows:) 


STATE OF CONNECTICUT 
PusLic UTILITIES COMMISSION 
State Office Building, Hartford 


At a meeting held at its offices in Hartford, on June 17, 1953, the Public Utilities 
Commission of the State of Connecticut adopted the following Resolution. 


RESOLUTION 


In the matter of pending legislation before the Congress of the United States to 
amend the Natural Gas Act as contained in H. R. 8769 and H. R. 3892 


Whereas the Public Utilities Commission of the State of Connecticut is a duly 
constituted agency of the State of Connecticut, under the provisions of Sec- 
tion 5391 of the Connecticut General Statutes, Revision of 1949, and has authority 
and jurisdiction by virtue of title 40 of the Connecticut General Statutes, Revision 
of 1949, to regulate and supervise, among other public service companies, all gas 
companies owning and operating plants within the State of Connecticut ; and 

Whereas there has been introduced in the Congress of the United States 
H. R. 3769 by Congressman Hinshaw of California and H. R. 3892 by Congress- 
man Harris of Arkansas, which bills are now pending in the 83d Congress, 1st 
session; and 

Whereas such bills would amend the Natural Gas Act by creating a new sub- 
section (c) to section 1 thereof as follows: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, provided 
such person and operation be subject to regulation by a State commission or 
other legally constituted local public authority. The matters exempted from the 
provisions of this Act by this subsection are hereby declared to be matters pri- 
marily of local concern and subject to regulation by the several States”; and 

Whereas the enactment of such legislation would benefit State jurisdiction and 
would not materially affect Federal jurisdiction ; and 

Whereas the several States are able to regulate the matters and things con- 
tained in said proposed legislation and the adoption of said proposal appears to 
be in the public interest; and 
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Whereas the enactment of said proposed legislation would eliminate the possi- 
bility of dual regulation and avoid unwarranted and unwanted incursions of 
Federal jurisdiction into affairs properly reserved to State regulation in situa- 
tions i as gave rise to the litigation culminating in Federal Power Commis- 
sion v. East Ohw Gas Company (338 U. S. 464, 94 L. ed 268), rehearing denied 

(339 v. S. 905); and in es ras-Illinois Natural Gas Pipeline Company (opinion 
216, issued July 19, 1951, by the Federal Power Commission) and 

Whereas the Federal Power Commission, in the said Tevas-Illinois Natural Gas 
Pipeline Company decisions, supra, stated on page 14: 

“We are bound, therefore, to find that the function of the lines in question in 
the interstate transportation of natural gas brings them within the ambit of our 
jurisdiction under the Natural Gas Act. It is appropriate, however, to add that 
we perceive no useful purpose to be served by the exercise of Fede ral regulatory 
authority in a situation such as this”; and on page 15: 

“We, therefore, take this occasion to express the hope that the Congress may see 
fit to enact remedial legislation covering such situations where Federal regula- 
tory jurisdiction serves no important public purpose but nevertheless attaches 
under the Natural Gas Act by virtue ‘stub line’ transportation in interstate 
commerce as heretofore recommended by this Commission. This would create 
no ‘regulatory gap’ but would relieve the subject companies and the rate payers 
whom they serve, as well as this Commission, of needless administrative detail 
and burdensome expense”: Now, therefore, be it 

Resolved, That this Commission favors and strenuously urges the enactment of 
said H. R. 3769 and H. R. 3892; and be it further 

Resolved, That copies of this resolution be transmitted to the members of the 
congressional delegation of the State of Connecticut to the 88d Congress, 1st 
session and to such other members of said Congress as appear appropriate, to 
the National Association of Railroad and Utilities Commissioners, and to the 
chairman of the appropriate regulatory agency in each State of the United States 
and in each insular possession. 

Dated at Hartford, Conn., this 18th day of June 1953. 

EUGENE 8S, LOUGHLIN, 
Henry B. SrrONG, 
FREDERICK H, HOLBROOK. 
Public Utilities Commission, 


HartTForp COUNTY, 88: Harrrorp, June 18, 1958. 

I hereby certify that the foregoing is a true and correct copy of a resolution 
made and executed by the Public Utilities Commission of the State of Connecicut. 

Attest : 

DANIEL E, AHEARNE, 
Assistant Erecutive Secretary, Public Utilities Commision. 

Mr. Hrnsnaw. Are there any questions of Mr. Warren? Then I 
take it that the 2 or 3 of your utilities which would be covered by this 
bill would be relieved of the expense of some $50,000 apiece ? 

Mr. Warren. That is their best estimate. 

Mr. Hinsuaw. And that that would be a saving, a part of a saving, 
a general saving, at least, to the users of gas in your State? 

Mr. Warren. That is our thinking, sir. 

Mr. Harris. Mr. Chairman. 

Mr. Htnsuaw. Yes, Mr. Harris. 

Mr. Harris. You are a member of the commission ? 

Mr. Warren. I am the executive secretary of the commission, and 
I am appearing here for the chairman of the commission, Mr. Lough- 
lin, who cannot be here. 

Mr. Harris. May I inquire as to the difference, if any, of the re- 
ports thet your commission requires of a utility and the reports the 
Federal Power Commission requires of a utility , 

Mr. Warren. As I understand it, the accounting reports would be 
different. That is, the Federal Power Commission would require 
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different accounting records than those required by the Connecticut 
commission, for one. 

Mr. Harris. In other words, I understand from your statement, 
then, that it would be necessary for a utility to make one re port to file 
with your commission in the State of Connecticut, and then it would be 
necessary to make an entirely different report to file with the Federal 
Power Commission. 

Mr. Warren. That is right. It would be necessary for the utility 
to keep accounting records for our commission and to kee P accounting 
records for the Federal Power Commission, which would be different 
reports. 

Mr. Harris. In other words, the information, generally speaking, 
would be the oy insofar as reporting and auditing and accounting, 
and so forth, but nevertheless, the requirements are such that they 
would have to make two separate reports of accounting, and so forth. 

Mr. Warren. That is right, 

Mr. Harris. Consequently, it t is a burden insofar as costs and per 
sonnel, work and all, to file 2 separate reports, 1 with the State and 1 
with the Federal Government ? 

Mr. Warren. That is right, sir 

Mr. Harris. And that is the reason that this jurisdictional question 
should be determined in this particular issue—the dual-regulation 
provision ¢ 

Mr. Warren. That is one of the reasons in my mind, one of the im- 
portant reasons. 

Mr. Harris. What are some of the others? 

Mr. Warren. There are other costs, of course. I only emphasized 
the additional costs and the estimated additional costs. The account- 
ing records are only a part of what would make up the additional costs. 
Any application for changes or revisions in rates might well be before 
both commissions, the Federal Power Commission, and the Connecti- 
cut commission, if there is dual regulation. 

Mr. Harris. Aside from the cost element, what are some of the rea- 
sons that this matter should be clarified ? 

Mr. Warren. I am not prepared to answer any other reasons. I am 
here only to emphasize the cost of operation, the additional costs in- 
volved in dual operation, sir. 

Mr. Kuern. Mr. Chairman. 

Mr. Hinsuaw. Mr. Klein. 

Mr. Kier. Do you have any companies in the State of Connecticut 
that distribute natural gas that would be entitled to— -I will not call it 
an exemption—that would be aided by the passage of this legislation ? 

Mr. Warren. Yes, we have at least two. One at the moment is not 
operating, that is, it is not distributing natural gas. That is the 
Hartford Gas Co. And we have a subsidiary of the Connecticut Light 
& Power Co., which is presently furnishing natural ga 

Mr. Kier. That is all. 

Mr. Hinsuaw. Thank you very much, Mr. Warren. 

We would like to hear now from Mr. Walter R. McDonald, of the 
Georgia Public Service Commission, representing the 14 Southeastern 
States. 
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STATEMENT OF WALTER R. McDONALD, MEMBER, GEORGIA PUBLIC 
SERVICE COMMISSION, ON BEHALF OF THE SOUTHEASTERN 
ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Mr. McDonavp. Mr. Chairman and gentlemen of the committee, my 
name is Walter R. McDonald. I am a member of the Georgia Public 
Service Comission, and have been since January 1, 1923. For the past 
16 years I have served as president of the Southeastern Association of 
Railroad and Utility Commissioners. I speak here today for that 
association. I am sorry to have to reduce it, but it actually comprises 
10 of the Deep South States, 10 States, the States of Alabama, Florida, 
Georgia, Kentucky, Louisiana, North Carolina, South Carolina, Ten- 
nessee, and Virginia. 

{ would like to say that it is a voluntary organization, of course, 
made up of the regulatory commissions of those several States, those 
10 States. I would like to say that all of those commissions have 
regulatory power over the rates and services of the natural gas dis- 
tributing companies with the single exception of the Mississsippi 
commission. But in that State, the municipalities do have jurisdic- 
tion and would be covered under the provisions of this bill. 

I would like to say further that all of those 10 States have natural 
gas distribution with the single exception of Florida. We are very 
hopeful that within weeks, now, we will have the approval of a cer- 
tificate in FPC Docket G—1915, which the commission has just voted 
to reconsider, and will obtain a certificate that will carry gas into the 
northeastern part of Florida. 

So we all are or will be interesed in the provisions of this proposed 
bill. We all have situations covered under that portion of the bill 
as outlined by Mr. Roberts as No. 1, that is, the transmission of gas. 
I know we have several problems, and I know some of the other States 
do. Ido not know now of any conditions that would be covered under 
that part which he described as 2 and 3, the transmission for hire 
and the sale for resale. However, I am here to speak in favor of the re- 
drafted bill of Mr. Hinshaw, which I believe now has the number of 
H. R. 5976. 

That is the position of the 10 Southeastern States. We are inter- 
ested in it for the reasons that have already been outlined here, that 
that does make for expenses to the utilities, and, of necessity, that 
expense is carried back to the ratepayer. But in response to Mr. 
Harris’ question, I would say that we have a fundamental objection to 
the extension of the authority of the Federal Power Commission be- 
cause we feel that these are matters that should be left to local control, 
and we think it is basic and for that reason we strongly support the 
limitation or better defining of the jurisdictional question as between 
the State authorities and the Federal agency. 

I would also say in conclusion in answer to the questions raised b 
Mr. Harris this morning that we have in Georgia a situation evi- 
dently akin to the one described by him. It is the Gas Light Co. of 
Columbus. It receives gas from Southern Natural for the distribu- 
tion in Columbus within Georgia. But the State boundary at Colum- 
bus is the west bank of the Chattahoochee River, all of the river being 
within Georgia. Fort Benning owns all of the land adjacent to the 
Alabama line, including the riverbed, at the point where the gas comes 
for the delivery to the Columbus company for distribution within the 
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fort. The Army would not permit the gas company to put its con- 
struction on the reservation, so it was compelled to receive the gas 
over in Alabama, some several thousand feet from the river. There 
has been no problem with respect to regulation other than the com- 
pany has complained that in its financing matters it has experienced 
difficulty from the bankers. 

I would like to say, however, that I have prepared some language 
that I wish to file here, and I submitted it to the Chairman of the 
Federal Power Commission but he did not feel his Commission could 
agree to the language. I used the word, as suggested here this morn- 
ing, “approximately” or “approximately near the border when for 
practical reasons it could not be established on the border.” 

I have some, frankly, misgivings about the language, because as 
somebody told me at the meeting in Chicago the other day, it is rather 
sloppy. But I do, under obligations to my own commission, wish to 
leave with you this paragraph (c) of H. R. 5976, to which I have 
added that language in quotations. 

Mr. Harris. Could you read it so we might know what it is, sir? 

Mr. Layrron (the clerk) (reading) : 

The provisions of this act shall not apply to any person engaged in or legally 
authorized to engage in the transportation in interstate commerce or to the 
sale in interstate commerce for resale of natural gas received by such person 
within or at the boundary of a State (or in close proximity to the boundary of a 
State), but for practical reasons cannot be received at the boundary of the State. 

Mr. Hinsuaw. That is a very fine suggestion, Mr. McDonald. We 
appreciate your giving it to us, and we will take it into consideration 
along with other suggestions which may be offered in the case in 
which you and Mr. Harris seem to find trouble. Are there any ques- 
tions of Mr. McDonald? 

Mr. Harris. Mr. Chairman, I would like to take this opportunity to 
compliment Mr. McDonald. I have known Mr. McDonald for some 
years, and have known of him and his reputation for many years. 

Mr. McDonaxp. Thank you, Mr. Harris. 

Mr. Harris. I would like to say in my judgment I do not know of 
any member of the utility commission of any State who has had a 
greater, more outstanding, record and background for this subject 
than Mr. McDonald. I personally am glad to have him come before 
this committee today on this very technical subject. 

Mr. McDonaxp. I certainly thank you, sir. I do not think I deserve 
all of that, but I am very grateful to you. 

Mr. Hinsuaw. There are no other questions. Thank you, Mr. 
McDonald. 

Mr. John M. Veale, of the Michigan Public Service Commission. 


STATEMENT OF JOHN M. VEALE, MEMBER, MICHIGAN PUBLIC 
SERVICE COMMISSION 


Mr. Veate. Thank you, Mr. Chairman. Members of the commit- 
tee, my name is John M. Veale. I have been a member of the Michi- , 
gan Public Service Commission since January 1951. I should like 
to preface my remarks by saying that the Michigan commission does 
not. believe that Federal regulation is inherently bad nor State regu- 
lation inherently good. We believe that in each case it depends on 
the facts at hand and that in the matter under consideration by the 
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committee today, the facts suggest that there is no present need for 
additional regulation of the subject. Under Michigan law the public 
service commission is required to regulate the securities, facilities, 
service, and rates of utilities selling natural gas at retail in Michigan. 

The supply of natural gas to the State of Mic higan comes primarily 
from the two interstate pipeline companies, P anhandle Eastern Pipe 
Line Co. and Michigan-Wisconsin Pipe Line Co. 

With two execptions the sales of these two pipeline companies are 
made at the “city gates” of the communities in which the gas is dis- 
tributed. One of the exce ptions is the Southeastern Michig gan Gas 
Co. which distributes natural gas in Port Huron. It obtains ‘this gas 
from Panhandle Eastern Pipe Line Co. through a lateral line which 
the Southeastern Co. owns and operates. 

The second exception is Michigan Consolidated Gas Co. which is 
the largest gas-distribution company in the State and one of the larg- 
est gas-distribution companies in the United States. Michigan Con- 
solidated obtains a portion of its gas supply for its Ann Arbor district 
from Panhandle Eastern through a lateral line which Michigan Con- 
solidated owns and operates. This line extends 46 miles from the 
“city gate” of Ann Arbor to a point of connection with Panhandle’s 
main line. 

All of Consolidated’s facilities and all of its operations are carried 
on entirely within the State of Michigan. Consolidated does not make 
any sales for resale, and all of its sales are made directly to the public. 
It is therefore strictly a local distributing company, and under Michi- 
gan statutes we are required to regulate the prices and service condi- 
tions respecting the sale of its gas. 

The Federal Power C ommission some years ago determined that 
Michigan Consolidated was a “natural gas company” within the mean- 
ing of the Natural Gas Act by reason of its owne rship and operation 
of the lateral line extending from the “city gate” of Ann Arbor to the 
main line of Panhandle. 

Using Consolidated as an example, I would like to point out the 
duplication of regulation and the expenditure of time and money 

resulting from the dual regul: _e by the Federal Power Commission, 

Under section 7 (c) of the Natural Gas Act a “natural gas com- 
pany” cannot construct, acquire, or operate any facilities which are 
subject to the Federal Power Commission’s jurisdiction without first 
obtaining a certificate of public convenience and necessity from such 
Commission. In order to obtain such a certificate a detailed applica- 
tion must be filed. A hearing on such application is mandatory under 
the act and such hearings usually are quite extended, involving the 
preparation of data and exhibits, the presentation of witnesses and the 
retention of counsel. 

Upon the completion of the Michigan-Wisconsin pipeline into the 
State of Michigan, Consolidated had to apply to the Federal Power 
Commission and obtain certificates of public convenience and neces- 
sity in order to continue to operate its existing lateral lines extending 
from prior Michigan gas fields to the various communities which it 
serves since it desired to use such laterals to transport the gas ob- 
tained from Michigan-Wisconsin. Prior to the receipt of the out-of- 
State gas from the Michigan-Wisconsin line these same laterals were 
used by Consolidated to carry gas produced in the local Michigan fields 











' 





NATURAL GAS ACT 35 


to these same communities. This was of course subject to regulation 
by the Michigan Public Service Commission. 

I might ade d that the lines had been approved by the Public Service 
Commission some years prior to the day in question. 

There were no major changes in these laterals or in Michigan 
Consolidated’s operation of the laterals. Merely because those laterals 
were to be used to carry gas originating in the Southwest, Michigan 
Consolidated had to didia authorization from the Federal Power 
Commission in the form of certificates of public convenience and 
necessity. 

Also, under the Natural Gas Act, Consolidated was required to ob- 
tain certificates for the construction and operation of additional lat- 
erals located entirely with the State of Michigan. 

Since Michigan Consolidated is now and has long been subject to 
comprehensive regulation by the Michigan Public Service Commis- 
sion, there is no justification for superimposing the certificate re- 
quirements of the Federal Power Commission upon this local com- 
pany. The cost of processing applications to obtain such certificates 
is approximately $50,000 annually. 

In addition to the matter of certificates, we have the matter of dual 
regulation of accounting and depreciation. 

A company subject to the Natural Gas Act must maintain its ac- 
counts and records in accordance with the accounting requirements 
prescribed by the Federal Power Commission. Under the Natural 
Gas Act the Federal Power Commission is also given very broad 
authority over the depreciation practices of companies subject to the 
Natural Gas Act. In addition, such companies subject to the Natural 
Gas Act are required to file comprehensive and detailed annual re- 
ports with the Federal Power Commission. 

The cost of complying with FPC accounting practices and mainte- 
nance of financial reports is about $75,000 annually. A depreciation 
study required costs approximately $71,000. I might add at this 
point that the Michigan committee required the exact study in ques- 
tion. So far as accounting and depreciation are concerned, these 
matters are subject to regulation of the Michigan Public Service Com- 
mission and we have adopted a uniform system of accounts on the 
same basis as that of the FPC. Michigan Consolidated does not make 
any sales for resale and, therefore, none of its rates are subject to regu- 
lation by the Federal Power Commission. That Commission’s dupli- 
cate regulation of the accounting and depreciation practices of 
Michigan Consolidated is unnecessary insofar as any rate fixing is 
concerned. 

As indicated, compliance e with the accounting requirements of the 
Federal Power Commission is frequently a burdensome task which 
involves the expenditure of considerable time and money. This is 
also true to a large extent of the requirement of the Federal Power 
Commission that annual reports be filed with it. All of this needless 
expense must be borne by the local gas consumers through the payment 
of rates fixed by the State commission. In other words, the State 
commission must pass on to the public in the rates the costs incurred 
by the local distributing companies in compliance with the require- 
ments of the F ederal Power Commission. 

Therefore, in view of what I have stated, the Michigan Public Serv- 
ice Commission favors the legislation which your committee now has 
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under consideration, which legislation, as we understand it, would 
correct this situation, concerning those companies whose operations 
are carried on in a single State, and which are subject to operation 
by a single State concern. 

I noted after arriving here today that House bill as amended, 5976, 
goes somewhat farther than is necessary on the facts that would exempt 
any operation by a local distributing company in Michigan. We have 
no objection to that bill, however. 

Mr. HinsHaw. Thank you very much, Mr. Veale. Are there any 
questions? Mr. Bennett. 

Mr. Bennetr. Mr. Veale, this legislation would have no effect on the 
supply of natural gas that is available for Michigan or elsewhere, 
would it? 

Mr. Veate. I have analyzed that question and with respect to the 
operation of the lateral lines by a local distributing company, I think 
it can be presumed that before any lateral is built there must be in 
existence a pipeline which has been approved by the Federal Power 
Commission. I there fore do not see any connection between the ex- 
emption and any decrease or increase in the supply. 

Mr. Benner’. Do you think this dual-regulation business would 
have any effect in discouraging companies from expanding their lines 
and building additional lines? 

Mr. Veate. I do not think it has had any actual discouraging effect. 
I think that it has just entailed a certain amount of unnecessary 
expense. 

Mr. Bennerr. As I understand it, your commission is presently 
studying the natural-gas shortage in Michigan, is that true? 

Mr. Veate. That is correct, Mr. Bennett. 

Mr. Bennerr. Have you reached any conclusion as to why we do not 
have more natural gas in Mi ogee 4 

Mr. Vreatr. We completed the hearings last Friday. We have over 
3,000 pages of testimony, and we have not had an opportunity to make 
eny findings at this point. 

Mr. Bennett. You have not associated it with this dual regulation, 
however; that is, the shortage ? 

Mr. Veatr. There was no testimony or evidence in the hearing before 
us that the regulation was in any way responsible for the present 
supply of gas in Michigan. 

Mr. Bennerr. Did you have the pipe line companies that furnish 
eas to Michigan before your commission during the course of the 

idy ¢ 

Mr. Vear¥. Both of the major pipelines were invited to participate, 
and they both intervened as parties, and presented testimony. 

Mr. Bennert. I realize, Mr. Chairman, I think, that the shortage 
of gas may not be eminently associated with this particular problem, 
but the fact remains, and I think the committee ought to be aware of 
it, that there are serious shortages of natural gas, at least in Michigan 
and Wisconsin that I know of. I think it would be well for the com- 
mittee at some ap propri: ite time to look into the question of why the 
amount of gas reserves in existence in the United States and in Canada, 
as well, why we still have large areas of the country and our own State 
of Michigan, for example, which have no natural gas, No. 1, and large 
other areas have inadequate supplies of that type of fuel. 
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Have you any sugegstions from the members of the Michigan com- 
mission as to what might be done to have the supply or availability 
of natural gas expanded so that more people and more industries in 
this country, in the Middle West particularly, could take advantage 
of it? 

Mr. Vraure. Well, of course, I might say that the only method I 
understand of actually increasing the available supply is through the 
construction of increasing facilities to deliver it from the gas fields 
to the points of consumption in Michigan. 

Mr. Bennerr. Do you think from the study you have made that 
the jurisdiction by the Federal Power Commission has had any mate- 
rial effect in slowing up the expansion of increase in the building of 
pipelines, and so forth, around the country? Do you think the Fed- 
eral Power Commission has been a stumbling block, in other words, 
jurisdiction in this problem ? 

Mr. Veare. I would say, in response to that, that I think the pipe- 
lines and the utilities in the State of Michigan felt at a point in time 
no later than 5 years ago the supplies were adequate. However, the 
estimates as to demand proved to be out of line. I think that was a 
condition that we cannot anticipate. 

Mr. Harris. Will the gentleman yield ? 

Mr. Bennetr. Yes. 

Mr. Harris. The point that the question just mentioned is not the 
real answer to the availability of natural gas to any area due, first, 
to the reserve which someone or some company might be able to get 
hold of, and secondly, to provide then the pipeline facilities to put 
that gasintothat area. Is not thatthe real answer to it? 

Mr. Veatz. And estimate as to what the market requirement would 
be in the area; that is true. 

Mr. Harris. There is no question in your mind that the estimate 
of what the market would be is a sort of moot question, is it not? The 
natural gas is so much cheaper than any other kind of fuel or type 
of fuel, people would be glad to get it at any time and any place? 

Mr. Veate. Under present costs that is true. Ifa new pipeline had 
to be constructed for future deliveries, I do not know what the price 
of the gas would be. That is one of the problems that we have before 
us. 

Mr. Harris. Well. that is One of the problems that the Federal 
Power Commission determines on these interstate trunklines, isn’t 
that true? 

Mr. Veatze. Admittedly. Of course, one of the factors determining 
it would be the amount the utility would have to pay for the money 
they borrowed, or the stock they sold, to finance the pipeline. 

Mr. Harris. Yes: that would be an important problem with refer- 
ence to financing. But is it not true that, if the reserves were obtained 
which would meet the requirements of the number of years which 
would make it available, all these matters beyond question could be 
worked out? 

Mr. Vrarz. Well, I wish I had an unequivocal answer to you. I 
would say again: I do not know how the price of gas under present 
construction costs would compare with other competitive fuels. If 
the price of a new pipeline is so great that the price of the gas has 
to be raised considerably, possibly the demand would no longe r be 
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there. I think that is one of the things a company would have to take 
into account. I am not trying to parry your question at all, but I do 
think that is a serious question under present conditions. 

Mr. Hinsuaw. Mr. Klein. 

Mr. Kier. Mr. Veale, this question of rate fixing that I understand 
you said comes before your Commission—in other ‘words, the Federal 
Power Commission—does not fix the rates on these intrastate distri- 
butions, does it 

Mr. Veate. Not with respect to any utility in Michigan; that is 
true. 

Mr. Kuer. And if this bill, one of these bills, were passed so that 
the Federal Power Commission would have no jurisdiction over them, 
then these companies would necessarily save the amount that you 
claim it costs them to file these reports and things of that kind. 

Mr. Veare. That is true. 

Mr. Kier. Would the Commission then take that into considera- 
tion and lower the rates ? 

Mr. Veare. If they had no increases in expenses to offset it, that 
would certainly be taken into account. 

Mr. Kuiern. I mean everything else being equal. 

Mr. Veate. Yes. 

Mr. Kuery. In other words, the point you want to make is that the 
cost of this gas to the ultimate consumer would be lower if we did not 
have this dual regulation ? 

Mr. Veae. It would be lower or any other increases would be offset 
by the extent of this elimination so that rates would not have to be 
—. 

. Kier. I mean, you take that into consideration, do you not, 
on expenses that they have in these filings for the Federal Power 
Commission ¢ 

Mr. Veate. Yes. We have authority under Michigan law to elim- 
inate any unreasonable expenses, and we have in certain cases elimi- 
nated excess-profits tax payments. However, I do not believe any 
court would sustain us in eliminating expenses of appearing before the 
Federal Power Commission in connection with a matter over which the 
Federal Power Commission had jurisdiction. 

Mr. Kiery. Except that if this bill were passed, and these com- 
panies were exempted, these intrastate companies were exempted from 
filing the reports before the Federal Power Commission, would your 
commission take that into consideration and lower the rates ? 

Mr. Veate. Certainly. It would be an expense which just would not 
occur, that is all. Therefore, their net earnings would increase if 
there are not other offsetting expenses. 

Mr. Kxiern. How often do they come before your commission for 
either an increase or decrease in rates? 

Mr. Veatr. Well, we have monthly reports filed by each of the 
utilities in Michigan and our commission staff summarizes those about 
every 3 months. We have not had many decreases lately. But in the 
event that earnings appeared to be out of line, the commission would 
institute an action on its own motion. 

Mr. Kiern. They could do that in the event this bill were passed. 
You would take notice, would you not, that they would not have to be 
subjected to these expenses in the future ? 

Mr. Veate. Certainly. 
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Mr. Hinsuaw. Are there any other questions ? 

Mr. Beamer. Mr. Chairman, I am sorry I did not hear all of Mr. 
Veale’s statement. 

I wonder, Mr. ‘’eale, if you will turn to page 4, where you refer to 
the financial reports cost about $75,000 annually. Are you referring to 
Federal Power Commission reports that are to be filed? Is that cor- 
rect ¢ 

Mr. Veare. Accounting reports and other annual financial reports 
which must be prepared and filed. 

Mr. Beamer. I mean that costs the gas distributors or these two 
companies that you refer to here ¢ 

Mr. Veare. That is right. 

Mr. Bramer. Are you in a position to tell us how much additional 
cost is required for the accounting purposes by your Commission ¢ 
They have to file monthly reports with you also, do they not ? 

Mr. Veare. I do not have with me any estimate as to the cost of 
complying with the Michigan commission regulations. I would 
sume that it is approximately equal, because we require very nearly 
the same reports. We have adopted a uniform system of accounts 
which is modeled after that used by the Federal Power Commission, 
and has been in effect in Michigan since 1938. 

Mr. Bramer. Do you know whether that is true of other States? 
My home State of Indiana, for example, from them I received 
letter, from the Public Service Commission, and the Vy are very eager, 
according to their statement, to see that this dual quuteel might 
somehow be lessened, because they have always said it is quite an 
expensive procedure. I wondered if you felt that that was the way, 
or would indicate that that was an expense, and I might say an un- 
necessary added expense ? 

Mr. Vratr. I could not state unequivocally what the Indiana com- 
mission requires. I know in the telephone field that they require 
approximately the same reports as the Michigan commission. But I 
am not as familiar with the gas requirements. 

Mr. Beamer. In response to one of the other questions, I think, that 
Mr. Harris or one of the others mentioned awhile ago, the Federal 
Power Commission places a maximum price, is that not right, on the 
natural gas that can be distributed in various areas ¢ 

Mr. Veatr. They fix the wholesale price from the interstate pipe- 
line to the local distributing company. 

Mr. Beamer. Would that apply? For instance, you referred to the 
Panhandle Eastern. You buy your gas in that area from the Pan- 
handle Eastern. Does that apply to Panhandle Eastern? Is there a 
price established on Panhandle Eastern by the Federal Power 
Commission ? 

Mr. Veate. Yes. All the gas that is purchased by any of the 
companies in Michigan from ‘Panhandle is at a price fixed by the 
Federal Power Commission. 

Mr. Beamer. Is that the same price that is fixed upon any others 
which might be selling? For instance, I mean the other distributors. 
Is there as much difference as one and a half cents, for instance, in- 
stead of 11 cents? Is there that much variation at times? There 
seems to be in some localities and I wondered if that situation pre- 
vailed in Michigan. 
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Mr. Veate. I do not quite understand your question. I understand 
that the price that Panhandle receives from its customers to be the 
same over its whole system. Now, the retaii customers may have 
various prices to the consumer, depending on their local operating 
costs. Some may be in labor markets which are higher priced, or 
they have more spreadout lines which require higher maintenance 
costs. I do not know whether that answers your question or not. 

Mr. Be AMER. I think it partially does. Of course, that answer 
should have been made by the FPC members. 

Mr. Hinsuaw. Thank you. Are there any further questions? We 
appreciate your appearance very much. 

Is Mr. Raymond Martin here? This is Mr. Raymond Martin of 
the Ohio Public Utility Commission, Columbus, Ohio. 


STATEMENT OF RAYMOND MARTIN, OHIO PUBLIC UTILITY 
COMMISSION, COLUMBUS, OHIO 


Mr. Martin. Mr. Chairman and gentlemen, first of all, thank you 
for taking me out of order. I appreciate it very much. 

Mr. Hixsnaw. We understand that you are appearing at the same 
time before the Federal Power Commission in another matter, and 
it is very convenient for you to be in Washington at this time. 

Mr. Martin. That is right. My name is Ray Martin. I am amem- 
ber of the Public Utilities Commission of Ohio. 

This proposed bill, the Hinshaw bill, is the outgrowth of the Su- 
preme Court decision in the case of the Federal Power Commission 
against one of our companies in Ohio, the East Ohio Gas Co., which 
is cited, and you will find it, at 338 United States Reports, page 464. 

The East Ohio Gas Co. owns and operates the facilities and a nat- 
ural-gas business solely within the State of Ohio. It serves approxi- 
mately 500,000 consumers within our State through its own distribu- 
tion system. This company, the East Ohio Gas Co., receives its gas 
through the pipelines of the Hope Natural Gas Co., and the Panhandle 
Eastern Pipe Line Co. This gas is received inside the Ohio boundary 
where the Hope and Panhandle lines connect to East Ohio’s high- 
pressure lines. 

From that point on it is propelled mainly by its own pressure for 
about a hundred miles to East Ohio’s distribution are: 

The Supreme Court held that under those facts, the continuous flow 
of gas from other States through East Ohio’s lines at undiminished 
high pressure constituted transportation in interstate commerce under 
the Natural Gas Act, and the East Ohio Gas Co. was therefore sub- 
ject to regulation under the act. 

Following this decision, orders were issued by the Federal Power 
Commission in several instances asserting jurisdiction over similarly 
situated companies. However, the Commission in doing so, in the 
Texas-Illinois Natural Gas Pipe Line case, which is docket No. 
G-1246 and 1447, said this: 

We are unable to find legal grounds for distinguishing the situation here 
presented from the recent East Ohio decision of the United States Supreme 
Court. We are bound, therefore, to find that the function of the line in question 


in the interstate transportation of natural gas brings them within the ambit 
of our jurisdiction under the Natural Gas Act. 
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Then they went on to say this: 


It is appropriate, however, to add that we perceive no useful purpose to be 
or by the exercise of Federal regulatory authority in a situation such as 
this. 

The result of this decision, the East Ohio decision, then was that 
East Ohio and the Illinois companies, and all similar companies, were 
subjected to dual jurisdiction by the Federal Power Commission, and 
the State regulatory bodies, which is not good in the public interest. 
It was at that time and still is the opinion of our Commission that 
such situations as are contemplated by the Bow amendment are pe- 
culiarly local matters and should be left to local regulation. 

We also feel that the situations that are covered in the Hinshaw bill 
should be left to the discretion of local jurisdiction. Prior to the pas- 
sage of the Natural Gas Act, our commission asserted full jurisdiction 
over rates both wholesale and retail, accounting practice, financing, 
services, and the facilities of our natural-gas companies within our 
State. 

The purpose, as we see it, of the Hinshaw bill, is to place that juris 
diction back where it belongs within the State commission. We feel 
that these matters are purely local and in the public interest should 
be left to the discretion of the State bodies having jurisdiction. 

In conclusion, I would like to call your attention to one more state- 
ment in the Illinois Pipeline case. At the conclusion of the order, 
the Federal Power Commission in that case said this: 

But so long as their operations continue as now contemplated and as the reali- 
ties of the situation would seem to dictate, there seem, to repeat, to be no good 
reason for subjecting them to dual control as to certificates of public convenience 
and accounting matters. The only substantive matters of which Federal regu- 
lation would here apply, save only the controlling legal fact that the Natural 
Gas Act as construed by the courts apparently affords no alternative. We there- 
fore take this occasion to express the hope that the Congress may see fit to 
enact remedial legislation covering such situations where Federal regulatory 
jurisdiction serves no important public purpose, but nevertheless attaches under 
the Natural Gas Act by virtue of stub-line transportation in interstate commerce 
as heretofore recommended by the Commission. This would create no regula- 
tory gap but would relieve the subject companies and the rate payers whom they 
serve, as well as this Commission, of needless administrative detail and burden- 
some expense. 

In conclusion, Mr. Chairman, I wish to go on record as stating that 
the Ohio commission respectfully urges the passage and adoption of 
the Hinshaw bill. Thank you. 

Mr. Hinsuaw. That is very fine and very generous, considering the 
fact that you have had a bill previously agreed upon which satisfied 
the Ohio situation. 

Are there any questions? 

Mr. Kier. Mr. Chairman. 

Mr. Hinsuaw. Mr. Klein. 

Mr. Kier. You talk about the Hinshaw bill. Do you mean the 

Mr. Harris. I had one more question, Mr. Chairman. 

Hinshaw bill as recently amended ? 

Mr. Martin. Yes, sir. 

Mr. Hrnsuaw. H. R. 5976. 

Mr. Martin. That is right. 

Mr. Harris. What was the date of the statement that you just read, 
the conclusion of the Federal Power Commission order ? 
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Mr. Marrin. July 19, 1951. 

Mr. Harris. I had one question, Mr. Chairman. 

This is a question that will be asked on many occasions, and which 
I think the record should state as clearly as possible. Would the 
enactment of this proposed legislation have any effect whatsoever to 
increase the cost of gas to the consumer ¢ 

Mr. Marrin. I do not believe it would. I would like to qualify 
it inthis respect. It depends upon each individual company’s operat- 
ing expenses. But I do not think of itself that it would increase the 
cost to the consumer. On the contrary, I think it would reduce the 
cost to the consumer. 

Mr. Harris. It would seem only reasonable to me that it would 
reduce the cost if the company involved did not have to go to the 
additional cost of making the additional reports and the additional 
accounting, and keeping additional records. 

Mr. Martin. I think that is correct. That is our opinion of it, sir, 

Mr. Harris. That is all, Mr. Chairman. 

Mr. Hrnsuaw. Any other questions! We thank you very much, 
Mr. Martin. 

Mr. Martin. Thank you. 

Mr. Hrnsnaw. I think next we will hear from Mr. Justus F. 
Craemer of the California Public Utilities Commission. 


STATEMENT OF JUSTUS F. CRAEMER, MEMBER, CALIFORNIA 
PUBLIC UTILITIES COMMISSION 


Mr. Crarmer. My name is Justus F. Craemer. This is my 15th 
year of continuous service as a member of the California Public 
Utilities Commission. My appearance is at the direction of my col- 
leagues, and it is in support of the legislation embraced in House bills 
3769, 3892, and H. R. 5976. 

There is not much more that I might say that has not been said, 
but there are a few things that I think could be helpful. My appear- 
ance was also at the direction of the Mountain-Pacific States Confer- 
ence of Public Utilities Commissioners embracing the 11 Western 
States. This appearance follows a meeting of that group in Wyoming 
last week. I was advised by telegram by that association’s secretary, 
Howard Freas, of this group’s unanimous endorsement of the purpose 
of legislation as embraced in these measures. 

It was my privilege to personally know the Honorable Clyde Seavy, 
President of the Federal Power Commission at the time the Natural 
Gas Act legislation was adopted by the Congress. Prior to his mem- 
bership on the Federal Power Commission he was one of the highly 
esteemed and valued members of the California commission. 

From personal experience and knowledge I am very familiar with 
his testimony before congressional committees. From personal con- 
versations with him I know that the extent of the Federal Power 
Commission’s jurisdiction has gone far beyond what was originally 
contemplated. I know that it was his confirmed opinion and purpose 
to have this legislation take jurisdiction only over the regulatory gaps 
in regulations, such gaps in service and transportation which State 
commissions were not qualified or constitutionally privileged to 
regulate. 
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California’s jurisdiction over natural gas service goes back to 1907. 
T he regulatory authority of the Californi: s coumettonionh embraces juris- 
diction over 3 major utility and 4 smaller utility corporations serving 
more than 3 million consumers. In addition municipal service is being 
rendered by local government in the cities of Long Beach, Palo Alto, 
and Coalinga. Not a single cubic foot of natural gas came from out 
of State until after World War Il. At present there is no interstate 
pipeline service within the State of California. 

I might say that today in excess of 50 percent of our gas comes from 
out of State. 

In recent years the authority of the Federal Power Commission 
through direct action upon the part of the Commission and through 
court decisions has gone far beyond the originally contemplated au 
thority of that body. I am speaking for our commission. In our 
judgment it has invaded the field of well-established State regulation. 
This has resulted in duplicate regulation which is both costly and 
burdensome to the consumers as well as the taxpayers. I spe: ak from 
personal experience in my State of California when I make this state 
ment. Within the past year, and I had this very carefully checked 
by our staff, and I want to say the Federal Power Conimission’s as 
sertion in the State of California has been on a very limited stage so 
far—it can go much further and do it readily under the present act— 
I say within the past years California’s utilities have been compelled 
to spend more than $300,000 in added cost of regulation to meet this 
situation. Iam speaking of three utilities. 

Our own commission has likewise spent time, money, and manpower 
in an endeavor to protect the State’s rights and to comply with the 
constitutional provisions of the Gilaternin act. No doubt the Federal 
Power Commission has likewise added to its burden. The California 
commission cannot sit idly by and permit the Federal Power Com- 
mission to take jurisdiction over matters which our Constitution 
directs the California commission to assume. 

The end result makes for duplicate, overlapping, wasteful, costly, 
and controversial regulatory procedure. We have been in the court 
a number of times on these controversial matters. 

Any added cost which comes to utility companies from this costly, 
overlapping, and wasteful regulation must ultimately be converted 
into rate increases to the consumer. This is particularly true during 
an inflationary period, such as we have experienced in recent years. 
Rate increase requests by all our companies have been numerous, hear- 
ings lengthy, and many gas-rate increases have been granted since 
the import of natural gas from out of State became necessary to meet 
the local demands. During this same period the Federal Power Com- 
mission began assumption of the previously referred to jurisdiction. 
We never had any of it until the out of State gas was delivered to our 
companies at the State line. 

Let me say again, any added cost, and it has been substantial, which 
duplicate regulation has occasioned, must be ultimately borne by the 
consumer. Under this duplication we in California find that over 
$300,000 has been added to the cost of regulation by our utilities dur- 
ing this past year. I am referring to utility company costs, not the 
Commission’s costs. To spell this added cost out in a rate proceeding 
compels the added cost to the customers and the taxpayers. If the 
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added regulatory expense is reflected in higher rates the consumer 
bears the burden. If it is absorbed by the company then the burden 
is shared in about equal proportions by the Federal and State taxpay- 
ers and the company’s stockholders. Additional higher regulatory 
expenses require added gross earnings and unavoidably create an in- 
crease in gross carnings’ tax levies. 

I think that is all I need to say. In my judgment I cannot add 
anything in addition to what has been said before. I can subscribe 
to much that other witnesses have said. 

Mr. Hinsuaw. Thank you very much, Mr. Craemer. Are there any 
questions ? F 

Mr. Carrieg. Mr. Chairman. 

Mr. Hinsnaw. Mr. Carrigg. 

Mr. Carries. Mr. Craemer, how soon would these savings in revenue 
be reflected in the costs to the consumer ? 

Mr. Crarmerr. I can only say this: We have a rate case pending for 
every manor gas company in California today. If we could show 
those savings reflected in operating costs, it could start immediately. 

Mr. Carriee. Thank you. 

Mr. Kier. Will the gentleman yield ¢ 

Mr. Hinsuaw. Mr. Klein. 

Mr. Kiern. On that point, you would not wait until the company 
applied for a decrease ; you would do it on your own, and that applies 
to all these regulatory bodies? 

Mr. Craremer. Certainly. We are on their trail, and we reduced 
rates, if you please, gentlemen, clear down to the close of the war 
period. We had a cost of gas rate before the war of 8 cents a thousand 
cubic feet from California sources, but the imported gas changed that 
picture very materially, and now our average cost 1s about 21 cents 
per thousand cubic feet. Bear in mind, you are in a seller’s market. 
It is not going to be lower very soon. 

Mr. Ker. It will be lower if we pass this legislation, will it not? 

Mr. Craemer. That is right, but you arrest that increase if you can 
cut down any expenses. 

Mr. Hinsuaw. Mr. Harris. 

Mr. Harris. I have just this one question: Do you know of any 
particular case in which the Federal Power Commission has under- 
taken to exert jurisdiction over actual ratemaking by the distributing 
companies ¢ 

Mr. Creamer. Over ratemaking? 

Mr. Harris. Over ratemaking by the distributing companies. 

Mr. Craemer. Not in our State. They have interfered with us in 
wholesale ratemaking, but not in direct rates to consumers. 

Mr. Harris. But under the Supreme Court decision, the Federal 
Power Commission, if it so aint § could order a hearing on the rate- 
making to any community within your State, could it not? 

Mr. CrareMer. We know of many instances in the State of California 
where they have not taken already jurisdiction over wholesale rate- 
making which they can do, and no doubt will do, unless the Hinshaw 
bill or a similar bill is passed. 

Mr. Harris. But by the same authority they could extend that juris- 
diction into the ratemaking of your retail sales, could they not? 
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Mr. Crazmer. You are getting into the legal question. I think you 
are right, but I do not want to answer it as a lawyer, because I am not 
a lawyer. But I think you are right. 

Mr. Harris. In fact, I feel sure I am right under that interpretation. 
But I wondered if you had experienced ‘such a thing so far. 

Mr. Crarmer. We have not experienced such a thing. 

Mr. Hinsuaw. Any other questions? 

Mr. Beamer. Mr. Chairman. 

Mr. HinsHaw. Mr. Beamer. 

Mr. Beamer. Mr. Craemer, I noticed that you referred to the fact 
that in your opinion the Federal Power Commission’s jurisdiction has 
gone far beyond that point which originally was contemplated. 1 
wondered whether or not you had any contact with any other Federal 
agencies besides the Federal Power Commission. 

“Mr. Crarmer. I am sure we have, because our jurisdiction goes to 
all classes of utility service. 

Mr. Bramer. In other words, probably it is time that the people 
of this country became aroused, enough so that we begin to, say, shear 
these Federal agencies of certain a uthorities which they have eee 
or which they have assumed. 

Mr. Crarmer. We have spent a lot of time and money and energy 
trying to compromise our differences with the Federal regulatory 
jurisdiction in other fields, other than the gas field. 

Mr. Beamer. Is it not possible that some of this inflation, at least, 
might have been caused by this duplication of effort and duplication 
of costs ¢ 

Mr. Craremer. It certainly has added to it. 

Mr. Beamer. I am glad to have that in the record. That is all. 

Mr. Hinsuaw. Any further questions! If not, we thank you very 
much, Mr. Craemer. 

Mr. Craremer. Mr. Hinshaw, on behalf of our California commis- 
sion, I want to thank you personally, you gentlemen, for giving us 
this privilege. We are deeply gr: ateful to you and we thank you 
sincerely. 

Mr. Harris. We are glad to have you before this committee, if I may 
be permitted to say so, and at the same time state that you, of course, 
know that you have a very fine Congressman who is a i member of this 
committee. 

Mr. Crammer. Thank you. We are proud of him. 

Mr. Hrnsuaw. Mr. David M. Brackman, of the Massachusetts De 
partment of Public Utilities. 


STATEMENT OF DAVID M. BRACKMAN, CHAIRMAN, MASSACHUSETTS 
DEPARTMENT OF PUBLIC UTILITIES 


Mr. Brackman. Mr. Chairman and members of this honorable com 
mittee, my name is David M. Brackman. I am the chairman of the 
Massachusetts Department of Public Utilities. I want to say this is 
the first time I have ever appeared before any congressional committee 
and I am quite honored. 

Mr. Hinsnaw. We are honored to have you. I suppose it is a new 
experience in appearing before somebody. Most of the time somebody 
is appearing before you. 
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Mr. BrackmaNn. That is true in the regulatory field. 

As you gentlemen are doubtless aware, , Massachusetts was one of the 
earliest States to establish a commission for the regulation of utilities, 
and our department and its predecessors have for many years exere ised 
jurisdiction over the gas utility companies in Massac husetts, 

Our department has followed with great care and growing concern 
the regulatory problems that have arisen with the advent of natural 
gas in New England. 

Natural gas was first introduced into New England about a year and 
a half ago, and approximately half our local gas ee have now 
converted their operations from manufactured gas. It is our hope 
that natural gas will soon be available for the remainitig major areas. 

In virtu: lly all cases the local distributing companies have a long 
history of manufacturing and distributing “artificial gas, stretching 
back 75 to 100 years in the typical case, and in the case of the largest 
Massachusetts gas company, Boston Consolidated Gas Co., well over 
a century. 

Under the Natural Gas Act, as it now stands, there are two situations 
where these purely local companies may be found to be subject to the 
Natural Gas Act and hence to duplicate 1 regulation between our com- 
mission and the Federal Power Commission. 

The first of these situations is what is commonly known as the stub- 
line situation. The interstate pipelines normally extend their facilities 
to the edge of the built-up area of a local company’s franchise area, and 
there establish their city gate measuring station. At the city gate 
station delivery of the gas is made to the local dist ributing company, 
which must then build a short “stub-line” or “take-line” to convey the 
gas to its own distribution plant. The use of this stub-line has been 
held to involve the “tr ansportation of natural gas in interstate com- 
merce” within the meaning of the Natural Gas Act under the East, 
Ohio doctrine, and the Federal Power Commission has felt that it 
has no discretion under the act to refuse jurisdiction even in cases of 
purely local concern. 

The second situation which involves a conflict of jurisdiction is the 
sale of gas to a neighboring utility, which in the technical language 
of the Natural Gas Act involves a “sale for resale” even though 
purely intrastate. Our gas companies have traditionally grown up 
serving a single community or a small group of communities in a 
relatively small area. In addition, several towns and cities in Massa- 
chusetts have municipal gas departments. In the evolution of the gas 
industry prior to the advent of natural gas, it has not. been uncommon 
for one company to purchase its requirements of manufactured gas 
from a neighboring utility whose production facilities were adequate 
to serve the requirements of both companies. Since existing facilities 
for the manufacture of gas are still required for peak shaving and 
emergency purposes, it is natural that these arrangements should con- 
tinue even after the introduction of natural gas. 

Both of these situations result in a conflict of jurisdiction which 
appears to us to be most unfortunate. On the one hand, our depart- 
ment has for many years exercised supervision over these utilities and 
over their rates, including sales of gas at wholesale to other utilities. 
From the point of view of the Federal Power Commission, on the 
other hand, we question whether the extension of their jurisdiction 
over these purely local companies is an unmixed blessing, since it adds 
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greatly to their already heavy workload, and may well divert time 
and energy which they would prefer to concentrate on their primary 
work of regulating the interstate companies. 

We also feel that the duplication regulations which result from 
the Natural Gas Act in its present form may well prove more cumber- 
some for both commissions and, therefore, less eflective than regula- 
tion by a single commission. 

Furthermore, we are concerned with the delays and added costs 
necessitated by duplicate regulation. Such costs must inevitably be 
passed along to the ultimate consumer. 

Our Massachusetts utilities maintain their accounts in accordance 
with the Massachusetts uniform classification of accounts. Any such 
utilities which came under the jurisdiction of the Federal Power 
Commission must in effect keep their books not only in accordance 
with the Massachusetts classification but also in accord with the 
regulations of the Federal Power Commission. 

As you are aware, the Federal Power Commission requires com- 
panies coming under its jurisdiction to make exhaustive original-cost 
studies in accordance with its regulations. Since the Federal Power 
Commission would not have jurisdiction over the rates of the cus- 
tomers of our Massachusetts utilities, exclusive of those cases where 
gas would be sold for resale, we see no benefit to be derived from the 
maintenance of duplicate accounting records nor from original-cost 
studies as required by the Federal Power Commission. 

I cannot give you wholly accurate figures as to the total additional 
expenses involved in maintaining duplicate records of accounts, re- 
ports, or for original-cost studies for all of our Massachusetts utilities 
that might become subject to the Natural Gas Act, but I have made 
sufficient inquiries from representative companies to be satisfied in 
my own mind that the overall cost of original-cost studies would run 
between two and three million dollars as a minimum figure. 

In view of these circumstances, our department welcomes the ini- 
tiative of Messrs. Hinshaw, Harris, and Beamer in introducing the 
bills under discussion today and strongly recommends their adoption. 

In order that you may have before you our formal action in this 
regard, I should like to present to you a copy of a resolution adopted 
by our department on June 24 and ask that it may be made a part 
of the formal record of your subcommittee’s proceedings. 

Mr. Hinsuaw. It will be accepted at this point. 

(The resolution is as follows " 


THE COMMONWEALTH OF MASSACHUSETTS 
Before the Massachusetts Department of Public Utilities 


In the Matter of Adopting a Resolution Urging the Passage of H. R. 3769 and 
H. R. 3892, Amending Section 1 of the Natural Gas Act 


RESOLUTION 


Whereas H. R. 3769 (introduced by Congressman Hinshaw of California) and 
H. R. 3892 (introduced by Congressman Harris of Arkansas) are now pending 
in the 88d Congress, 1st session ; and 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or 
to the sale in interstate commeree for resale, of natural gas received by such 
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person within or at the boundary of a State and ultimately consumed within 
such State, or to any facilities used by such person for such transportation or 
sale, provided such person and operation be subject to regulation by a State 
commission or other legally constituted local public authority. The matters 
exempted from the provisions of this act by this subsection are hereby declared 
to be matters primarily of local concern and subject to regulation by the several 
States”; and 
Whereas the enactment of such legislation would result in exempting under 
the circumstances therein mentioned, from jurisdiction of the Federal Power 
Commission, certain matters affecting the distribution of natural gas which are 
of local concern and the placing of jurisdiction to regulate said matters in the 
States and their appropriate regulatory agencies; and 
Whereas the enactment of such bills will result in a desirable apportionment 
between Federal and State jurisdiction over these matters, in that their enact 
ment will leave to the Federal Power Commission jurisdiction over such matters 
of national concern as must and can lawfully and effectively be regulated by it 
and to the States such matters of local concern as can lawfully and effectively 
be regulated by them; and 
Whereas this department, under the laws of this Commonwealth, is fully 
capable of regulating all of the matters comprehended by said proposed legis- 
lation; and 
Whereas we believe that the adoption of said proposed legislation would be in 
the public interest: Therefore be it 
Resolved, That the Massachusetts Department of Public Utilities urge the 
Congress of the United States to enact said proposed legislation into law. 
Dated at the department’s offices in the city of Boston, Mass., this 24th day of 
June 1953. 
MASSACHUSETTS DEPARTMENT OF Pusiic UTILITIES, 
Davip M. BRACKMAN, 
Epwuunp L. Forp. 
THOMAS A. FLAHERTY. 
JOHN M. WHONLEY. 
JosePpuH F. CLEARY. 
Certified to be a true and correct copy of the resolution adopted by the Massa- 
chusetts Department of Public Utilities on June 24, 1953. 
By JAMES M. CUSLENG, 
Secretary of the Department. 


Mr. Hinsuaw. Thank you very much, Mr. Brackman. Are there 
any questions? 

Mr. Harris. How many utilities engage in distributing natural gas 
in the State of Massachusetts ¢ 

Mr. Brackman. I cannot tell you, sir, the exact number, but about 
half of our companies—the State is divided laterally—the half that 
is now being served by the Northeastern Gas, I would say, would prob- 
ably run 30. We have approximately 60 gas companies in our State; 
and, dividing them arbitrarily that way, I would say that half of 
them are being served, or about 30. 

Mr. Harris. I suppose it is not especially pertinent to the issue here; 
but, for information, where do you get your natural gas ¢ 

Mr. BrackMan. At what points is it distributed, do you mean? 

Mr. Harris. No; the source of it. 

Mr. BrackMan. The source is from the Northeastern Gas Distribut- 
ing. I do not know the technical name. I cannot say it right now. 

Mr. Harris. Is it manufactured gas or is it natural gas that comes 
from some field ¢ 

Mr. Brackman. It is straight natural gas that is brought in by 
pipeline and has come down through the western part of our State, 
and serves the upper portion of our State—Springfield, Pittsfield, and 
areas like that. 
Mr. Harris. What gas field does the major supply come from 4 
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Mr. Brackman. I cannot tell you that, sir. I am not intimate 
enough with that end of it to give you any intelligence on it. 

Mr. Harris. Do you know what State it comes from ? 

Mr. BrackmMan. Well, I believe Tennessee is one of the supplying 
States. 

Mr. Harris. Someone said the Big Inch line served most of your 
area. Thank you. I was just interested in that. 

Mr. Brackman. I am sorry I am not intimate enough with that end 
of it. 

Mr. Hinsuaw. Are there any other question? If not, we thank you 
for your appearance here. 

Mr. BrackmMan. Thank you very much. 

Mr. Hrnsuaw. Mr. George R. Perrine of the Illinois Commerce 
Commission, 

Mr. Scuutz. I am not Mr. Perrine. I am the gas engineer of the 
Illinois Commission. I regret very much that Mr. Perrine could not 
be here today. He has sent me to pinch-hit for him. 

Mr. Hinsuaw. Very well. Will you state your name for the rec- 
ord? Youare Mr. Norman J. Schutz? 


STATEMENT OF NORMAN J. SCHUTZ, GAS ENGINEER, ILLINOIS 
COMMERCE COMMISSION 


Mr. Scuurz. That is correct. I am the gas engineer of the Illinois 
= 

Commerce Commission, and appear here under express authorization 
from that body, which has regulatory jurisdiction over all public utili- 
ties in Illinois. I have been employed by the Illinois Commerce Com- 
mission for the past 32 years—the last 15 of which I have been in 
charge of the gas division—and I am familiar with the operations of 
the various gas companies of our State. 

House bill 3769, amended to read as follows, the same as the new 
Hinshaw bill No. 5976, has the approval of the Illinois Commerce 
Commission. 

(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce or the 
sale in interstate commerce for resale, of natural gas received by such person 
from another person within or at the boundary of a State and ultimately con- 
sumed within such State, or to any facilities used by such person for such trans- 
portation or sale, provided such person and facilities be subject to regulation 
by a State commission. The matters exempted from the provisions of this act 
by this subsection are hereby declared to be matters primarily of local concern 
and subject to regulation by the several States. A certification from such State 
commission to the Federal Power Commission that such State commission has 
regulatory jurisdiction over such person and facilities and is exercising such 
jurisdiction shall constitute conclusive evidence of such regulatory power or 
jurisdiction. 

In addition the commissions for the States of Iowa and Wisconsin 
concur in this approval. 

I wish to state here that Mr. Perrine called me by telephone Satur- 
day to advise me of these concurrences by these commissions, and that 
there are resolutions in the mail between Chicago and Springfield, IL, 
but I had to leave for Washington before I had obtained those 
resolutions. 

If the committee pleases, I would be glad to forward those resolu- 
tions upon my return to Springfield. 

Mr. Hrinsnaw. I think we should have them for the inclusion in the 
record. We will incorporate them in the record. 
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(The resolutions appear elsewhere in the record.) 

Mr. Scuvutz. Thank you. Our commission, as no doubt others, has 
for some time had opportunities to observe the course which the Fed- 
eral Power Commission in the past has pursued, under the interpreta- 
tion of the Natural Gas Act in its present form, to take jurisdiction 
over local gas distributing utilities which operate wholly within in- 
dividual States under the jurisdiction of State regulatory ‘bodies. We 
are confident that the Federal Power Commission and Congress, as 
now constituted, will recognize some of these problems which have been 
experienced in the past. 

In our opinion it certainly was not the intention of the framers of 
Natural Gas Act to establish dual jurisdiction over local gas distribut- 
ing utilities which operate wholly within individual States under the 
jurisdiction of State regulatory bodies: nevertheless, that is the result. 
This is a serious problem, and my commission has been deeply dis- 
turbed over the situation and that is the reason I am appearing here 
today. 

To be more specific I wish to invite the attention of this committee 
to some recent orders of the Federal Power Commission, the first being 
opinion No. 195 of that Commission, docket G—-1246, issued June 13, 
1950, in the matter of Texas Illinois Natural Gas Pipeline Co. (Texas- 
Illinois). In this case the pipeline company was issued a certificate 
of convenience and necessity to construct and operate a new pipeline 
through the central part of the State of Ilinois with the bulk of the 

capacity of the pipeline being made available to the northern part of 
the State. However, since this line was to traverse the length of the 
State there were several small downstate gas companies which desired 
natural gas service. The Federal Power Commission authorized 
Texas-Illinois to furnish a supply of natural gas to each of these com- 
panies with the provision that, within 6 months from the date of the 
issuance of this order, each company must make application. for a 
certificate of public convenience and necessity pursuant to the pro- 
visions of section 7 of the Natural Gas Act, as amended, to the extent 
that authorization is required for the construction and operation of 
connecting pipeline facilities. 

In some of these cases the connecting facilities involved relatively 
short distances. In addition when the local companies made applica- 
tion to our commission for a certificate to distribute pantie ‘eee, 
evidence was submitted that the connecting pipeline would also be 
used as a distribution facility in order to supply gas service to prospec- 
tive customers along the route of the connecting line. However, before 
the pipeline company could contract with these distributing companies 
for a supply of gas it was necessary for our local companies to obtain 

certificates from the Federal Power Commission, in accordance with 

the terms of opinion No. 195 and thus become subject to its jurisdiction. 
As an alternative some of the companies organized subsidiary cor- 
porations to own and operate the connecting lines. These subsidiary 
corporations then made application to and became subject to the 
jurisdiction of the Federal Power Commission. 

I might add in addition that they made application to and obtained 
certificates from the Illinois Commission for the same facilities. As 
a result of the requirement in opinion No. 195 and subsequent action 
taken by our Illinois companies, the Federal Power Commission re- 
opened Docket No. G—1246 for the purpose, among other things, of 
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reconsidering the conditional certificate aspect. Following the con- 
clusion of these further proceedings opinion No, 216 was entered on 
July 17, 1951 wherein it reaffirmed its former decision that the Illinois 
companies obtain certificates or show cause why these certificates were 
not necessary. A portion of the context of this opinion which may be 
of interest to this committee, is as follows, and I quote from the FPC 
opinion : 


The companies in question are all public utilities within the State of Illinois 
As such, they are fully subject to the jurisdiction of the commerce commission 
of that State, as pointed out in its statement in this case dated June 5, 1951, 
which has already certificated the facilities in question, and which has complete 
control of their activities, including matters of accounting, finance, service, and 
local distribution rates. Should their facilities ever be adapted to the trans- 
portation of gas for hire or its sale for resale in interstate commerce, they 
should and would, of course, become immediately subject to the regulation and 
requirements of this Commission. But so long as their operations continue 
as now contemplated, and as the realities of the situation would seem to 
dictate, there seems—to repeat—to be no good reason for subjecting them to dua} 
control as to certificates of public convenience and accounting matters, the 
only subsantive matters to which Federal regulation would here apply, save 
only the controlling legal fact that the Natural Gas Act, as construed by the 
courts, apparently affords no alternative. 

We therefore take this occasion to express the hope that the Congress may 
see fit to enact remedial legislation covering such situations, where Federal 
regulatory jurisdiction serves no important public purpose but nevertheless 
attaches under the Natural Gas Act by virtue of “stub line” transportation in 
interstate commerce, as heretofore recommended by this Commission. This 
would create no “regulatory gap,” but would relieve the subject companies and 
the ratepayers whom they serve, as well as this Commission, of needless ad 
ministrative detail and burdensome expense. 

The Commission further finds: 

Each of the Illinois Cos., namely: Allied Gas Co., Monarch Gas Co., Union 
gas & Electric Co., Illinois Power Co., and Southeastern Illinois Gas Co., by reason 
of the receipt of natural gas from Texas-Illinois Natural Gas Pipeline Co., and 
the transmission thereof to their existing gas distribution facilities, will be 
engaged in the transportation of natural gas in interstate commerce, and each 
company will be a “natural gas company” within the meaning of the Natural 
Gas Act. 


A Federal Power Commission examiner in a recent decision dated 
June 9, 1953, and I wish to call your attention to the date, which is 
still subject to review by the Federal Commission, in Docket No. 
G-2049, denied a certificate to the Panhandle Eastern Pipe Line Co. 
(Panhandle) for the purpose of selling natural gas to the DeKalb 
Agricultural Association, Inc. (DeKalb), near Tuscola, Ill. In a 
case before the Illinois Commission Panhandle was authorized, under 
date of October 15, 1952, in our docket No. 40575, to sell gas for drying 
purposes to DeKalb, one of the largest seed-corn producing companies 
in Illinois. In order to deliver the gas, Panhandle, in both proceed- 
ings, proposed to deliver the gas at the town border station of one 
of the gas companies under our jurisdiction, namely, Citizens Gas 
Co., which distributes gas in the city of Tuscola. Under the arrange- 
ments Panhandle was to deliver gas through its existing connection 
with the Citizens and through contractual arrangements between Citi- 
zens and DeKalb, the former was to transport the gas through its 
existing distribution mains to DeKalb. 

Under the proposed order in Docket No. G-2049 the natural gas 
service proposed by Panhandle to be rendered to DeKalb, in the 
manner and through the facilities of Citizens, was found not to be 
required by present public convenience and necessity. In support of 
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this decision the order finds that since Citizens has neither sought 
nor obtained a certificate of public convenience and necessity from 
the Federal Power Commission authorizing it to perform such trans- 
portation service ; that Panhandle is prese ntly unable to make lawful 
delivery of natural gas to DeKalb in the manner and through the 
facilities proposed. “In other words the order in its present form 
asserts jurisdiction over an Illinois gas distributing company because 
the company proposes to use a portion of its existing distribution 
facilities which have been dedicated to the local distribution of gas 
for a number of years, for the transportation of gas to DeKalb “by 
means of the present excess capacity existing in such facilities. In 
the meantime, if this order is permitted to go into effect, DeKalb will 
be denied gas service unless Citizens submits to the jurisdiction of the 
Federal Power Commission. 

I need not dwell at length upon the consequences of dual regulation 
in the field of local gas distribution. They are most serious. Unless 

t local distribution company produces its own gas supply, it cannot 
furnish natural gas without some interconnection with an interstate 
pipeline company. The connecting or “stub line” must at least extend 
from the distribution company’s regulating or mixing station to the 
city limits because the pipeline company ordinarily has no franchise 
rights within the city. If the Federal Power Commission continues 
to assert jurisdiction over a distribution company, as it has done, upon 
the mere existence of such an interconnecting main, then all such 
companies distributing natural or mixed gas will inexorably be sub- 
jected to Federal regulation. The principle followed by the Federal 
Cae Commission in so doing applies to any such interconnecting 
main whether its length be a few feet or several miles. 

The imposition of Federal regulation can only result in impairment 
and frustration of State regulation, waste of time, effort, and money 
because of overlapping as well as conflicting authority. The rendition 
and discontinuance of service, the keeping « of books and accounts, the 
filing of reports and, in some instances, even the establishment of rates 
would be affected and subjected to duplicate regulation and supervi- 
sion. The inevitable result would be not merely a usurpation and 
invasion of State jurisdiction and functions, but a serious disruption 
and impairment of service to the gas-consuming public. 

Mr. Hinsuaw. Thank you very much, Mr. Schutz. In quoting the 
opinion of the Federal Power Commission on page 4 of your state- 
ment, you have quoted that portion in which the Federal Power 
Commission, in essence, is imploring the Congress to take action to 
relieve it of this regulatory jurisdiction ? 

Mr. Scuurz. Yes, and I don’t believe there is anything in any other 
part of that order that would contradict that statement. 

Mr. Hryxsuaw. I might read that again, for emphasis: 

We, therefore, take this occasion to express the hope that the Congress may see 
fit to enact remedial legislation covering such situations where Federal regula- 
tory jurisdiction serves no important public purpose but nevertheless attaches 
under the Natural Gas Act by virtue of stub line transportation in interstate 
commerce as heretofore recommended by this Commission. This would create 
no regulatory gap but would relieve the subject companies and the rate payers 
whom they serve aS well as this Commission of needless administrative detail 
and burdensome expense. 

That is an appeal which the Commission might well make in similar 


language to this committee, 








-« 


NATURAL GAS AC’ Je 


Mr. Scuurz. There has been some talk of reports in connection with 
reports and accounting matters and so forth. I would like to have the 
committee note that in this particular case involving these different 
companies, it was necessary for two of the companies, or at least they 
felt it was necessary, to set up corporate entities to avoid jurisdiction 
of the Federal Power Commission, in other words corporate entities 
that would own and operate these stub lines, stub lines of relatively 
short distances, involving investments of $40,000 to $50,000. It is 
quite obvious that where a separate corporation is set up, that there 
is also added expense to the operation of such a corporation. But 
that was the idea of the companies in order to avoid the Federal Powe: 
Commission over their entire public-utility operations. 

Mr. Hinsnaw. Are there any questions of Mr. Schutz? 

Mr. Harris. Mr. Chairman, I might observe that the opimion which 
the Federal Power Commission entered, just reread again by the 
Chairman, was entered on July i7, 1951. The same quote was read 
by Mr. Martin, 1 believe, a few minutes ago, and he gave a different 
date. 

Mr. Sc HUTZ. He gave July 19. I have the order in my briefcase. 
I will be glad to check it if you like. 

Mr. Harris. I mention this simply for the purpose of calling atten- 
tion to the fact that I think the dates should be harmonized. 

Mr. Scuutz. I am quite sure it is the same order. I think the docket 
number will control. 

Mr. Hinsnaw. Are there any other questions ¢ 

Mr. Beamer. Mr. Chairman. 

Mr. Hrnsuaw. Mr. Beamer. 

Mr. Beamer. I wonder whether or not this DeKalb case to which 
you referred in connection with Panhandle, is that an isolated case or 
is that typeical of others that might arise ? 

Mr. Scuurz. Well, it just shows how far the Federal Power Com 
mission will ultimately or may ultimately go in the interpretation of 
the Natural Gas Act as it is now writen today. In most of the other 
cases that have been discussed here at these hearings, we have been 
talking about new facilities, new stub-line facilities. In this DeKalb 
ease, they are taking an unused portion of a distribution main that 
has been used for a number of years, and which is still being used for 
the dis tribution of gas to the citzens within the corporate limits of 
the city of Tuscola. and using that excess capacity during periods 
when they do not need it for the transportation of this gas from the 
gateway station across and within the corporate limits of Tuscola to 
this DeKalk seed corn company. 

I think that makes it a different case than some of these stub-line 
cases, where new lines were necessary, new connecting lines. 

Mr. Beamer. It was passing right by them ? 

Mr. Scuutz. Yes. 

Mr. Beamer. I am from Indiana and a little bit familiar with Tns 
cola. Do you happen to know whether or not this is a unanimones 
decision? © 

Mr. Scuutz. This is an examiner’s decision. As I understand, 
under the rules of practice of the Federal Power Commission this is 
an order of the examiner entered June 9, that is, 214 weeks ago. 

Mr. Beamer. Your regular proc edure, then, would bring it up to 


the Commission eventually ? 
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Mr. Scnvurz. If the Commission does not act on its own motion or 
the motion of one of the parties before 30 ds ays have elapsed, it 1s my 
understanding that this order automatically goes in. 

Mr. Beamer. In your experience, has the Commission given any 
indication that probably it would uvhold this decision or reverse it? 

Mr. Scuvurz. Mr. Beamer, our commission has been opposing this 
Federal jurisdiction since 1947. 

Mr. Beamer. I am referring to the Federal Commission. 

Mr. Scuvurz. I am talking about the Federal Commission, to the 
Federal Commission and before hearings here in other committees. 

Mr. Beamer. In other words, they have been opposing the grant. 
ing of this type of service to Tuscola in many cases { 

Mr. Scnurz. No, we have not been opposing that. We have been 
opposing the jurisdiction of the Federal Power over these so-called 
stub-line cases and the stepping in and taking jurisdiction of this, 
such as DeKalb. If you will note, we filed statements in the case in- 
volving the five companies that resulted in the order that. has been 
quoted here. They mention the statement of the Illinois commission 
dated June 5, 1951. 

Mr. Beamer. What I was thinking, though, instead of your State 
commission was the Federal Commission, in similar cases, do you 
happen to know whether or not there have been unanimous decisions 
by the Federal Power Commission ? 

Mr. Scuutz. No; I cannot answer that. 

Mr. Hinsuaw. If the gentleman will yield, I think the viewpoint 
of the Commission has been that the laws passed by the Congress 

require them to take this jurisdiction whether they want to or not. 
Consequently, in this decision 216, they are hoping we will relieve them 
of that responsibility. 

Mr. Beamer. That is the point I was trying to raise. Is that a 
unanimous opinion of the Commission ? 

Mr. Scrurz. I think that is particularly so since the Ohio case. 
Prior to that time, I think you had a division of minds on both the 
staff and the Federal Power Commisison with respect to the interpre- 
tation of the Natural Gas Act. 

Mr. Harris. Mr. Chairman, I think if the gentleman will yield, 
if you want to clarify that and get the rec ords, I believe they had a 
4-to-1 decision on that. 

Mr. Scnutz. I don’t know what the vote was, and I don’t know 
whether there was a dissenting opinion in that or not, in that par- 
ticular case. 

Mr. Beamer. To follow that, do you happen to know who, if anyone, 
filed that dissenting opinion ? 

Mr. Kirrn. I think it was the former chairman. 

Mr. Scuurz. The former chairman, Mr. Buchanan, filed a dissent- 
ing opinion before some committee because of the effect a certain bill 
would have on the east Ohio case. But I don’t know that he dissented 
in aserting jurisdiction in some of these stub-line companies. 

Mr. Hrinsnaw. Mr. Carlyle. 

Mr. Cartyte. Do you know of any opposition from any source to 
legislation that we are considering ? 

Mr. Scuurz. No, sir. 

Mr. Krier. Mr. Chairman? 

Mr. Hinsuaw. Mr. Klein. 
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Mr. Kuri. On page 2 of your statement, you say, “We are confi- 
dent that the Federal Power Commission and Congress as now con- 
stituted will recognize some of these problems.” What do you mean 
by “as is now constituted” ? 

“Mr. Scuurz. We have been striving since 1947 to get this legisla- 
tion corrected, and every time there is a change in the setup of the 
Federal Power Commission and the Congress, we hope there might 
be someone that will lend an ear to our problem. 

Mr. Kuirin. The decision that you read here yourself is dated 1951. 

Mr. Scuutz. Yes, sir. 

Mr. Kern. That is the Federal Power Commission. 

Mr. Scnutz. Yes. 

Mr. Kier. I was just wondering whether you meant since Jan- 
uary 20. 

Mr. Scnutz. We have some new members of the Federal Power 
Commission today that we did not have in 1951. We have some new 
Members of Congress that we did not have in 1951. That was our 
hopes and ambition. Perhaps I was gilding the lily a bit. 

Mr. Harris. You cannot expect any more out of the Commission 
now than you did in 1951, can you? 

Mr. Scuutz. No, sir. 

Mr. Hinsnaw. This committee might very well have taken cog- 
nizance of the Commission’s decision in 1951. 

Mr. Kier. By the same token, you might have a situation here 
where the Congress as now constituted wants to give these fellows 
what they wanted and the Federal Power Commission as now con- 
stituted might not want it. That is all, Mr. Chairman. 

Mr. Hinsnaw. Thank you. 

Let me say that we are very happy to have the chairman of the full 
committee with us, and as an ex-officio member of the committee he is 
privileged to perform any service that may come to his mind. 

Mr. Wo tverton. Mr. Chairman, with your permission and that of 
the committee, I would like to introduce a statement on behalf of the 
South Jersey Gas Co. concerning H. R. 3769 introduced by yourself. 

Mr. Hinsuaw. Thank you, sir. It will be admitted into the record 
of the hearing. 

(The statement referred to follows :) 


STATEMENT OF SoutH JeRseY GAs Co. TO THE HOUSE COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE, UNITED STATES HOUSE OF REPRESENTATIVES, CONCERN- 
ING H. R. 3769 (INTRopUCED BY CONGRESSMAN HINSHAW OF CALIFORNIA) 


While it is not possible for South Jersey Gas Co. (hereinafter called “South 
Jersey”) to be personally represented at the public hearings on natural-gas dis- 
tribution bills scheduled for June 29 and 30, South Jersey desires to make the 
following statement in support of H. R. 3769, introduced by Congressman 
Hinshaw. 

South Jersey’s operations are entirely intrastate, and all phases of its opera- 
tions are subject to regulation by the New Jersey Board of Public Utility Com- 
missioners, which board is fully capable of handling all the matters and things 
comprehended by said proposed legislation. 

Since 1951 South Jersey has been subject to Federal Power Commission regula- 
tion under the Natural Gas Act by reason of— 

(1) South Jersey’s ownership and operation of a natural gas transmission 
pipeline, entirely located within the State of New Jersey. This transmission 
pipeline connects with the lines of South Jersey’s natural-gas supplier 
(Transcontinental Gas Pipe Line Corp.) at Woodbury Heights, N. J., at 
which point the pressure is reduced from approximately 400 pounds per 
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square inch to approximately 250 pounds per square inch for transmission 
to South Jersey’s local distribution systems. 

(2) South Jersey’s sale of natural gas to New Jersey Natural Gas Co. 
for resale in the latter’s southern division, located principally in Cape May 
County, N. J., which latter company is also fully regulated by the New 
Jersey Board of Public Utility Commissioners. 

H. R. 3769 and its companion bills would relieve South Jersey of FPC juris- 
diction as regards both items (1) and (2) above. Certain other bills which are 
also to be considered at the public hearings June 29 and 30 would offer no such 
relief to South Jersey. While these other bills would exempt intrastate trans- 
inission lines, they would not exempt sales for intrastate resale (item (2) 
above). 

During the calendar year 1952 South Jersey’s operating revenues totaled 
$6,332,171. Of this total only $235,924, or 3.7 percent, represents revenue from 
sales for resale. This 3.7 percent of South Jersey’s revenues is the only portion 
over which FPC exercises jurisdiction. However, this results presently in dual 
regulation of South Jersey by Federal and State commissions. 

Concurrent regulation by the Federal Power Commission and the New Jersey 
Public Utility Commission has resulted in a considerable increase in the workload 
of South Jersey’s accounting department. 


(1) Original cost studies 

In 1947 South Jersey filed with the Board of Public Utility Commissioners of 
the State of New Jersey its original cost studies in accordance with the uniform 
system of accounts prescribed for gas utilities. Following a review of these 
studies the board issued its order approving and directing the disposition of 
differences between the book cost of the utility plant and the original cost. As 
a result of these studies and the board’s order South Jersey’s accountants were 
adjusted to an original cost basis and the accounts have been continued on that 
basis to the present time. 

When South Jersey became subject to Federal Power Commission jurisdiction 
in 1951 it was required to file with that Commission original cost studies in 
accordance with the provisions of gas plant accounts instruction 2—D of the 
uniform system of accounts prescribed for natural-gas companies. 

It necessitated considerable work to bring the study which was filed in 1947 
up to date for submission to the Federal Power Commission. The study is of 
course subject to review by the Commission. 

It is quite likely that it will be necessary for South Jersey personnel to spend 
a great deal of time with Commission staff members when this review is made. 
When the review is completed and the Commission enters its order if the order 
does not agree with the New Jersey commission order it will be necessary for 
South Jersey to maintain two sets of books of account—one in accordance with 
the order of the Federal Power Commission, and the other in accordance with 
the order of the New Jersey commission. 

This kind of a situation would be very expensive for South Jersey and would 
present all kinds of difficulties in reportings, filings, ete. 


(2) Annual reports 

South Jersey now files an annual report of its operations with both the Federal 
Power Commission and the New Jersey commission. The information required 
by Federal Power Commission differs in many respects from that required by 
the New Jersey commission so that South Jersey is faced with the job of pre- 
paring two separate annual reports covering the years’ operations. Neither 
commission has indicated any willingness to accept the same information as 
required by the other commission. 


(3) Monthly reports 

South Jersey reports its monthly operating results to both the Federal Power 
Commission and the New Jersey commission, and both reports are completely 
dissimilar as to information required. 

In addition to the above accounting requirements, South Jersey has had to 
appear before FPC in rate matters which are under dual control of FPC and 
the New Jersey commission, and will have to prepare and present further rate 
applications. 

Actually, South Jersey has not yet felt the full impact of Federal regulation, 
and it is difficult to estimate the eventual cost thereof. There can be no doubt, 
however, that the cost of such dual regulation is substantial, and that such cost 
must eventually be borne by the consuming public. 
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South Jersey respectfully urges the passage of H. R. 3769 to end Federal 
regulations of gas distributing companies which are adequately regulated by 
State commissions, and whose operations are purely intrastate, 

Respectfully submitted. 

SouTH JERSEY GaAs Co., 
V. F. STANTON, Vice President. 
STATE OF NEW JERSEY, 
County of Atlantic, ss: 

V. F. Stanton, of full age, being duly sworn according to law, upon his oath 
says: 

That he is vice president of South Jersey Gas Co., which is making the state- 
ment herein, and that he is authorized by said South Jersey Gas Co. to make this 
statement; that he has carefully examined said statement and that all of the 
matters set forth therein are true and correct to the best of his knowledge, 
information, and belief. 


V. F. STANTON. 
Sworn and subscribed to before me this 26th day of June 1953. 


| SEAL] JoHN F. BONNER. 
My commission expires August 2, 1955. 


Mr. Wotverton. Am I excused, sir? 

Mr. Hinsuaw. Yes, indeed. 

Mr. Wotverron. Thank you very much. 

Mr. Hinsuaw. Are there other witnesses from out of town that 
desire to be heard ? 

The next witness will be Mr. Edward Knaub, Ohio Public Utility 
Commission. 


STATEMENT OF EDWARD E. KNAUB, CHIEF ACCOUNTANT OF THE 
PUBLIC UTILITIES COMMISSION OF OHIO, COLUMBUS, OHIO 


Mr. Knaus. My name is Edward E. Knaub. I am the chief ac- 
countant of the Public Utilities Commission of Ohio. I reside at 
1568 Grenoble Road, Columbus, Ohio. 

I appear before your honorable committee at the request of the 
Public Utilities Commission of Ohio, which by resolution, respectfully 
urges the passage of the amendment to section 1 of the Natural Gas 
Act as contained in H. R. 3769, the Hinshaw bill, and H. R. 3892, the 
Harris bill. Copies of the Commission’s resolution expressing sup- 
port thereof, with the consent of your honorable committee, will be 
distributed among you. 

Mr. Hinsuaw. That will be accepted for the record. 

(The document referred to follows:) 


STATE OF OHIO 
Before the Public Utilities Commission of Ohio 


In the Matter of Adopting a Resolution Urging the Passage of the Amendment to 
Section 1 of the Natural Gas Act as Contained in Bills H. R. 3769 and H., R. 
38892 


RESOLUTION 


Whereas H. R. 3769 (introduced by Congressman Hinshaw of California) and 
H. R, 3892 (introduced by Congressman Harris of Arkansas) are now pending 
in the 88d Congress, Ist session; and 

Whereas said bills seek to amend the Natural Gas Act by adding a new sub- 
section (¢c) to section 1 of said act, which subsection would provide as follows: 

“(c) The provisions of this act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce, or to 
the sale in interstate commerce for resale, of natural gas received by such person 
within or at the boundary of a State and ultimately consumed within such 
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State, or to any facilities used by such person for such transportation or sale, 
provided such person and operation be subject to regulation by a State commis- 
sion or other legally constituted local public authority. The matters exempted 
from the provisions of this act by this subsection are hereby declared to be 
matters primarily of local concern and subject to regulation by the several 


States”; and 
Whereas the enactment of said proposed legislation would be beneficial to 


State jurisdiction and would not materially affect Federal jurisdiction; and 
Whereas the several States are fully capable of regulating all the matters and 
things comprehended by said proposed legislation; and 
Whereas, we believe that the adoption of said proposal would be in the public 


interest: Therefore be it 
Resolved, That the Public Utilities Commission of Ohio urges the Congress 
of the United States to enact said proposed legislation into law; Be it further 
Resolved, That a copy of this resolution be transmitted to the National Asso- 
ciation of Railroad and Utilities Commissioners and to the State regulatory 


body of each State in the United States. 
Dated at the commission’s offices in the city of Columbus, Ohio, this 26th 


day of June 1953. 
PusLic UTILITIES COMMISSION OF OHIO, 


Roxsert L. Mouton, Chairman. 
Ray O. Martin, Commissioner. 


A true copy: 
Epwarp E. KNaAvs, 


Acting Secretary. 

Mr. Knaus. The following larger natural-gas companies are now 
operating exclusively within the territoria] limits of the State of 
Ohio: East Ohio Gas Co., Ohio Fuel Gas Co., Cincinnati Gas & Elec- 
tric Co., Natural Gas Co. of West Virginia, Dayton Power & Light 
Co., West Ohio Gas Co. 

Prior to the passage of the Natural as Act the Public Utilities Com- 
mission of Ohio exercised sole and complete regulatory jurisdiction 
over the finances, accounting, services, facilities, and rates, retail and 
wholesale, of each of the foregoing companies. There was no gap in 
the regulation of any of these companies in any respect. 

The Natural Gas Act in its present form and as it has been inter- 
preted by the Supreme Court of the United States in Kast Ohio Gas 
Company v. Federal Power Commission (338 U.S. 464 (1950) ), has 
created a duplication in the regulation of many of these natural gas 
companies. For example, even though the Federal Power Commis- 
sion under the Natural Gas Act has no jurisdiction over the East Ohio 
Gas Co., that company, nevertheless, has been required by the Federal 
Power Commission to make certain cost studies of its plant.and facili- 
ties and otherwise to conform to the accounting requirements of that 
Commission at a cost estimated in excess of $2 million. These studies 
are not required by the laws of Ohio or by the Ohio commission and 
the effect of this unnecessary duplication simply means that the Ohio 
commission will be obliged in any rate proceedings involving East 
Ohio to impose upon its rate payers as a cost of service the unneces- 
sary $2 million of expenditure thus incurred. 

The East Ohio decision further held, in effect, that jurisdiction of 
the Federal Power Commission under the Natural Gas Act attached 
to the transmission of natural gas by East Ohio from the Ohio River, 
where it purchases the gas from Hope Natural Gas Co., to the point 
of pressure reduction near Chevdieuh, Ohio. Therefore, the Natural 


Gas Act not only creates an expensive, unnecessary, and useless dupli- 
cation of regulation, but it also appears that it creates a gap in effective 
State regulation where none existed as a matter of law or fact before 
the passage of the act. 
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For the reasons that the State of Ohio had historically exercised 
full and complete regulatory control over the natural-gas companies 
doing business within the State, because the transactions of the sev- 
eral natural-gas companies are exclusively within the territorial limits 
of the State and, therefore, local in character, and because the Natural 
Gas Act has now created duplication of regulation, has created regula- 
tory gaps in effective State regulation, and further because of the ab 
sence of any necessity for Federal regulation of Ohio natural-gas com- 
panies, the Public Utihties Commission of Ohio respectfully urges 
the passage of the bills under consideration. 

Mr. Hinsuaw. We thank you for your contribution, Mr. Knaub, 
espec ially as you have plac ed in the record the cost of the regulation 
in the State of Ohio, and in particular respect to the East Ohio Gas 
Co. 

Are there any questions? 

Mr. Kiem. Mr. Chairman. 

Mr. Hrnsnaw. Mr. Klein. 

Mr. Kuern. When you say you favor these bills, you favor the Hin- 
shaw bill as amended ? 

Mr. Knaus. That is right; yes, sir. 

Mr. Hinsuaw. Any other questions? 

Mr. Harris? 

Mr. Harris. Yes, Mr. Chuirman. 

I noticed one statement here which I wanted to inquire about fur- 
ther with reference to the East Ohio decision. Do I understand 
from your statement that it has been interpreted that the jurisdiction 
of the Federal Power Commission attached to the transmission of 
natural gas by the East Ohio from the Ohio River, that is the point 
where the purchase of the gas was made from the interstate company, 
the Hope Tatural Gas Co., to the point of pressure reduction near 
Cleveland, Ohio, did I understand you to say that that is as far as 
the jurisdiction of the Federal Power Commission extended under 
the East Ohio case ? 

Mr. Knaus. Well, there is a gap that is in question. If, accord- 
ing to the Supreme Court’s decision, that is interstate up to that point, 
and from that point on it is a distributing company, That is the 
point in question. That is the only way we can see that that has 
any interstate connection according to the Supreme Court decision. 
They said because it goes by the same pressure to the reduction point, 
it becomes interstate. 

Mr. Harris. You had your commissioner here a moment ago. Is 
it the position of your commission that under the interpretation of 
the East Ohio case the jurisdiction of the Federal Power Commis- 
sion stopped at that point’ That is a pretty important question. 

Mr. Knaus. Well, up to the — time. What they will do in 
the future under that act will be another question. I don’t think 
anybody can anticipate it. 

Mr. Harris. Is it the feeling of your commission that under the 
act the Federal Power Commission could extend its jurisdiction be- 
yond that point where the pressure was reduced ? 

Mr. Knaus. Not under the present act, no. It is not their opinion 
that they could. 

Mr. Harris. That puts an entirely different light over the entire 
subject as I see it here. 
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Mr. Knavun. Of course our commission does not feel that they have 
to wait until the Supreme Court decision. 

Mr. Harris. Of course it will certainly put an entirely different 
light that I raised this morning, if you were here, with reference 
to taking the gas across the Mississippi River, because it would be 
just across the Mississippi River in the State of Arkansas, at the point 
of the pressure reduction. Now, if that is as far as it goes, then I 
have no further concern about it. I think that point might very well 
be cleared up by you people who seem to know a lot about the subject- 
matter. 

Mr. Knavs. It certainly gives them jurisdiction over = account- 
ing matters. That is where the duplication arises now in East Ohio. 

Mr. Harris. You mean beyond the point where the ae was 
reduced ? 

Mr. Knaus. Yes. Not for fixing rates but for the accounting regu- 
lations. They have that now. 

Mr. Hinsuaw. Are there further questions? 

Mr. Beamer. Mr. Chairman. 

Mr. Hrnsnaw. Mr. Beamer. 

Mr. Beamer. I note, Mr. Knaub, you referred specifically to this 
one particular instance, the East Ohio Gas Co. Does that involve 
only the accounting purposes ? 

Mr. Knaus. That is right. That is correct. Accounting and 
other necessary forms, and so forth, such as applications for replace- 
ment or retirement of property, and things of that sort, which are 
time-consuming and expensive and which we do not inquire for our 
information. 

Mr. Beamer. Before this was presented to the Supreme Court, was 
it continuous in chain from the lower courts ¢ 

Mr. Kwavs. No; the lower courts claimed that it was not under 
the jurisdiction of the Federal Power Commission. But after the 
Supreme Court of the United States ruled, then the East Ohio Co. 
was required, accountingwise, to make their original cost studies. 

Mr. Beamer. What I am trying to determine is did it go directly to 
the Supreme Court ? 

Mr. Knaus. No. 

Mr. Kern. I think his testimony is that the lower courts held that 
they were not subject to the Federal regulation, but the Supreme Court 
reversed the lower court and held they were. That was the final 
decision. 

Mr. Beamer. That is all. 

Mr. Hinsuaw. If that is all, we thank you very much, sir. 

The committee is in receipt of a letter signed by Jerome M. Joffee, 
special utilities and legislative counsel, chairman of the committee on 
electric, gas, and telephone rates of the National Institute of Municipal 
Law Officers, in respect to these bills which are presently under con- 
sideration, reads as follows. It is addressed to the clerk of the 
committee : 

As chairman of the committee on electric, gas, and telephone rates of the 
National Institute of Municipal Law Officers, an organization of city attorneys 
and corporation counsel for over S800 of the largest cities in the United States, 


I was interested in these bills, but in their present form they do not appear to 
be objectionable to our organization. 
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By that statement I presume that he means that they could likewise 
have their approval. They certainly have no objection to them. 

We notice that our colleague, Mr. Lyle, of Texas, is here. I wonder 
if he has any remarks concerning the bills presently under discussion. 


STATEMENT OF HON. JOHN E. LYLE, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Lyte. Mr. Chairman, yes and no. I have no objection at all 
to these bills as they are now written and as you are considering 
them. Iam very much disturbed, however, that we are not considering 
the entire picture because I fear we do injustice to the problem if we 
simply pick either end or the middle of the thing without the whole 
approach. 

I did not come to raise that question, however. I understood these 
hearings would continue for several days; however, I now understand 
you have ended them. I will later get together the gentlemen of the 
committee and discuss my position. 

Mr. Hinsuaw. Fortunately, the circumstances of the day have per 
mitted us to complete the hearings, at least of those witnesses from 
out of town. It may be that other word will be had from the Federal 
Power Commission. 

Mr. Lyte. I do not want to delay you at all. I am tremendously 
interested in this great natural resource. I am very much disturbed 
about the happenings of the last few years with reference to executive 
interpretations and judicial rulings. I think it is a tremendous prob- 
lem that this committee must face. I would like the privilege of 
getting with you gentlemen at your first opportunity to discuss that 
phase with you. 

Mr. Hrnsuaw. I may say to the gentleman that the committee has 
faced those problems before and has no hesitation in facing up to 
them and placing them before the Congress as the gentleman knows. 

Mr. Lyte. That is correct. 

Mr. Hrnsnaw. The committee is no more fearful of it now than it 
has been in the past. 

Mr. Lyir. We did make one mistake, I think, some years ago, and I 
contributed to that mistake. That was in approaching it piecemeal. 
1 probably was one of the moving factors that requested it be done 
that way. I now acknowledge my mistake, and I hope that you 
will thoroughly take that into consideration as you consider these 
various measures. 

Mr. Harris. Mr. Chairman, I would like to recall to the attention 
of our distinguished colleague, and all of us have known he has been 
vitally interested in this subject matter, that only a few years ago we 
did approach the entire question. It was this committee in the 80th 
Congress, at which time the question was first brought up in recent 
years, that reported what was referred to as the Rizley bill, and which 
did deal with the entire subject matter, well, as you said, each end 
and the middle, too, 

We have given, in the past, attention to the entire question. As far 
as I am personally concerned, I would like to give attention to the 
entire question which needs attention at the prese ent time. 
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Mr. Lyte. Of course, I did not mean to leave the impression that 
the committee had not in the past, under the able leadership of you 
gent! lem en who now serve this subcommittee, approach the problem. 
But it becomes more acute, I think, daily, and certainly in the hght 
of a cco circuit-court opinion it gets more and more confusing. I 
- not want to leave the impression ; I would not leave the i impression. 
! had great admiration for this committee for the tremendous under- 
standing that it went through with when it handled the Rizley bill 
and again when it handled your bill, Mr. Harris. I would like very 
much to see this subcommittee go again into that immediately with 
the idea we might approach it again before we adjourn. 

Mr. Harris. Mr. Chairman, I am very much impressed with the 
suggestion of our friend here that we get together and talk the matter 
over. 

Mr. Lyte. I think that would be more effective. 

Mr. H \RRIS. And especially in the light of some information that 
I] received only tod: ay. 

Mr. Hinsuaw. Very well, we will be very happy to do that. We 
will expect to see you at another time. 

fr. Lyte. Thank you, Mr. Chairman. 

Mr. Hinswaw. Are there any further considerations ? 

Mr. McDonaup. Mr. Chairman. 

Mr. Hinsnaw. Mr. McDonald. 

Mr. McDonavp. The committee requested Mr. Roberts to furnish 
a memorandum with respect to the question of some use of language 
us that suggested by me, approximately. It had been my purpose 
before I set down to ask that the Commission be given an opportunity 
within the next few days to file a statement in expansion of what I 
have said with respect to that, if desired. 

Mr. Hinsuaw. That will be granted and will be included as a part 
of the record. 

Mr. McDonaup. Thank you, sir. 

Mr. Hinsnaw. Is there any further statement? 

I would like to inquire of Mr. Roberts if he has any ideas concern- 
ng the total cost to the various States of this dual regulation whether 
such figures can be obtained from the various States. 

Mr. Roperrs. No, sir; we have no figures on a nationwide basis. 
We have attempted to have some of the individual State people 
present them where they had them from the individual States. 

Mr. Hinsnaw. Perhaps such a figure could be gotten together with 
some reasonable speed and either included in the record if it is 
obtained before the record closes, or otherwise furnished to the chair- 
man of the full committee. 

Mr. Roxnerrs. Well, sir; I will be glad to make every effort to fur- 
nish it to this committee if I can obtain the m. 

Mr. Hrnsnaw. Is Mr. Gatchell here? 

Mr. Gatcuets, Yes, sir 

_ Mr. Hinsnaw. We had anticipated asking you a number of ques- 
tions. 

Mr, Garcuety. I was afraid of that, Mr. Chairman. 

Mr. Hrnsnaw. The questions that were proposed by the gentlemen 
were not directly related to the subject of this me They were related 
to another subject which may come before us, or may not. as the case 
may be, but it has to do with the Canadian ( Govetumant and people 
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furnishing gas to people of the United States. Perhaps it would be 
appropriate to mention that this release from regulatory duties may 
release the Federal Power Commission from some of its obligations, 
let us Say. We might hope that the Federal Power Commission would 
eatch up with its doc kets at an e: rly date and perhaps release some of 
its employees. ; have no idea whi it that would save the Federal Power 
Commission if it were released from these duties, but I imagine it 
would be meaiieeeicie would it not? 

Mr. Garcueni. No; I am afraid, Mr. Chairman, it would not be 
too great. During the past 6 months we have had 576 rate-increase 
applications filed with us, none of which would come under this par- 
ticular bill. During all of 1952 we had 474 rate-increase applications. 
So, so far this year we have had more work tlian we have had all 
during last year just on rate increases. ‘The Commission is very much 
in favor of the purpose of this bill. But 1 do not think it would come 
in the phase that you are dealing with. I do not know that anybody 
proposes that the Commission should not have jurisdiction over whole- 
sale sales for resale, where the gas moves in interstate commerce. 
Those are the bulk of our present applications. 

Mr. Hinsnaw. But obviously there must be some people who are 
engaged i in studying these applications, such as that one presented by 
a gentleman who re presents the State of Illinois commission. 

Mr. GATcHELL, The DeKalb situation ? 

ir. Hinsnaw. And others must represent the Commission in cases 
such as the East Ohio Gas case. 

Mr. GATCHELL. Yes, sit 

Mr. Hinsuaw. And also spel cl some time on the st udy of the docket 
file s, and so on. We hope to relieve the Commission of those expendi- 
tures. 

Mr. Garcueint. Well, I am sure, Mr. Chairman, that I can say on 
behalf of the staff, that we would certainly welcome the relief that 
this bill would afford in that respect. The certification of new lines, 
which is the bulk of the work that would be taken away in this con- 
nection, would be substantial. We would certainly be glad to see 
that done. The Federal Power Commission, in 1951, in the decision 
that has been referred to already, and again in its annual report for 
1951-52, urged Congress to remedy this situation when the East Ohio 
case was decided by the Supreme Court. 

Mr. Hrnsuaw. Did the Commission at the same time send up a bill 
for that purpose ¢ 

Mr. Garcnet. A bill was suggested. I believe, Mr. Wolverton, 
was not a bill suggested some time in February of this year, or a draft 
of legislation ? 

Mr. Wotverton. I would not be able to say offhand without looking 
at the docket. ‘The departments have already submitted so many bills 
it would be very difficult to say offhand. 

Mr. Gatcuett. The Commission endorsed the O’Connor bill in the 
previous Congress, endorsed that bill which would have accomplished 
much the same purpose as your bill, I believe, Mr. Chairman. This 
morning, Commissioner Draper, speaking for the four members of the 
Commission, the unanimous view of the present Commissioners, said 
they were in full sympathy with the purpose of your bill. They are 
anxious tu remedy this situation and avoid some of this duplication. 
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Mr. Hinsuaw. How long do you think it will take the Commission 
to approve or disapprove language submitted by the NARUC or 
others for consideration ¢ 

Mr. Garcuety. I do not think it will take very long. The difhi- 
culty has arisen because we have a new Chairman, and he went out 
to this meeting that they had in Chicago with the NARUC commit- 
tee last Friday. He will be back again Thursday of this week. I do 
not think it will take very long to agree on the wording. 

Mr. Hinsuaw. Well, thank you very much. We will await eagerly 
and perhaps impatiently the action of the Commission in approving 
or disapproving the language. 

Mr. Gatcnet. Thank you, sir. 

Mr. Harris. Mr. Chairman, I submitted some information to Mr. 
Gatchell this morning. I was just wondering whether he had any 
comment to make on that. 

Mr. GatcHELL. Maybe it would save time, Mr. Harris, if I just 
presented the situation as I have it from the letter from the Mid- 
South Gas Co. to you under date of February 15, 1953. 

Mr. Harris. Yes. 

Mr. Garcwetit. The Mid-South Gas Co. purchases some gas in 
Mississippi from the—the name of the transmitter has escaped me— 

Mr. Harris. The Texas Eastern. 

Mr. GatcHe.L. Texas Gas Transmission Co. They purchase this 
gas in Mississippi at the Lula station, and then take it across the 
Mississippi River into Arkansas, and some distance in Arkansas they 
deliver it to the purchaser, the Arkansas Power & Light, which aectu- 
ally makes the purchase from the Texas Gas Transmission Co. Under 
the act as it is at present, the Arkansas Power & Light would not be 
a natural gas company, and under the present law the Mid-South 
Co., which acts as the transporter for hire, would be a natural gas 
company since it is operating strictly in interstate commerce for hire. 
I do not believe, sir, that any of the bills which have been submitted 
to this committee, including the one introduced by Mr. Hinshaw just 
Saturday, would exempt the Mid-South Co. from being a natural 
gas company. I am unable to tell you after the research that I have 
made that the State of Arkansas, under the law, even with these 
bills as passed, and even attempting to exclude the Mid-South 
Co. from Federal Power Commission control, would be able to con- 
trol, to regulate, the rate charged by the Mid-South Co. for that 
transportation. 

To that extent I would think that to remove them from Federal 
Power Commission control would mean there would be a gap in that 
interstate journey. 

Mr. Harris. Would the language you suggested this morning 

Mr. GatcneLL. You had raised a question as to whether, if the pur- 
chase by the local company was not within the State where the gas was 
consumed or was not right at the border of that State, but was a few 
miles within another State, would that mean that the exemption 
would not apply. I pointed out to you that your bill and Mr. Hin- 
shaw’s bill and all of the others had said that the gas would have to be 
purchased within the State of consumption or at its border, and if 
you wanted to have some flexibility as to the place of purchase you 
could use some word such as “approximately” or something like that. 
With all due respect, I do not think that that word, or this phrase 
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dealing with the State border as being a sort of flexible thing for this 

purpose, would get you out of the difficulty in which the Mid-South 
Co. wor ld be faced even with that language, because the gas would be 
still moving at high pressure from the Texas Gas Transmission Co. 
through the line of the Mid-South Co., and would therefore be in 
interstate commerce. 

Under all of the bills. including the latest amendment | wv Mr. Hin- 
shaw. under all of the bills it would still be in interstate commerce, 
and I don’t believe that I could tell you that the State of Arkansas 
could regulate that interstate movement up to the point where the 
Arkansas Power & Light Co. actually takes the gas over. I am trying 
to answer your question clirectly. 

Mr. Harris. Yes; 1 appreciate that. Do I understand you to mean 
that the Mid-South Co., which is a distributing company only, the 
mere fact that it used its stub to go across the Mississippi River, and 
a couple of miles over the interstate line, would still then be subject to 
the jurisdiction of the Federal Power Commission and have to meet 
all the requirements that have been explained here ? 

Mr. GatcHetn. Yes. Now, on that point, first it would be trans- 
porting gas in interstate commerce for hire, and, as sueh—— 

Mr. Harris. For hire? 

Mr. Garcuenn. Yes. It is transporting the gas that is owned by the 
Arkansas Power & Light and which is purchased in Mississippi. It 
would be transporting that gas for hire. The Arkansas Power & 
Light Co. pays Mid-South and would expect to pay it for transport- 
ing that gas from Mississippi over to the place in Arkansas where it 
is actually turned over to the Arkansas Power & Light Co. for use 
in its own Palestine generating plant. That transportation for hire, 
I do not believe, would be subject to State control. 

Now, if it is not, then I understand no one to desire to remove any 
control, but simply trying to eliminate duplication. The only func- 
tion that the Federal Power Commission would serve would be to 
say that that rate charged for the transportation was a proper rate. 
If the State cannot do it, I would think that the Federal Power Com- 
mission should. 

We do no have under the Natural Gas Act as it is at present the 
right to regulate any sales by natural-gas companies where those sales 
are at retail. The only sale the Commission regulates is the sale at 
wholesale or resale. 

In this particular case, the sale that would occur on the lines of the 
Texas Gas Transmission Co. to Arkansas Power & Light would 
be regulated under all of the bills that are introduced, would be regu- 
lated, but there would be no one, if you took out the Mid-South Co. 
from Federal Power Commission regulation, woh could regulate the 
price charged for the transmission by the Mid-South Co. 

Mr. Harris. As I understand it, the Federal Power Commission de- 
termines that wholesale rate and price at the intake. 

Mr. Garcnei. Yes, sir, in Mississippi. 

Mr. Harris. That is right. 

Mr. Gatcue.. Yes, sir. 

Mr. Harris. From there on out that gas that goes to the Palestine 
Co., the Arkansas Power & Light Co., is the Arkansas Power & Light 
Co.’s gas, which is an industry. 

Mr. GatcueELL, That is right. 
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Mr. Harris. You do not control that, do you ? 

Mr. Garcue.L. We do not have a thing to say about it. 

Mr. Harris. Then you would not have any jurisdiction over it, 
would you ¢ 

Mr. Gatcuety. No; but the transportation of that gas, from Missis- 
sippi over to the Palestine plant, is charged for by the Mid-South Co. 

Mr. Harris. I understand that. 

Mr. Garcre.y. Do you want that charge to be regulated or do you 
not ¢ 

Mr. Harris. I understand that there is not a charge. 

Mr. GarcHELL. They do not make any charge for it? 

Mr. Harris. No charge whatsoever. They pay direct to the Texas 
Eastern line itself. 

Mr. Garcuei.. Well, the mere ownership of facilities does not 
under the Natural Gas Act confer jurisdiction upon the Federal Power 
Commission. It is the performance of a function such as the trans- 
portation for hire. 

If the Mid-South Co. is not transporting for hire, then of course it 
is not an interstate natural gas company today, and these amendments 
would not change its status in that respect. It pays the Texas Gas 
Co. a check direct. The Mid-South has nothing to do with the gas 
purchase transaction whatsoever, not even billed for it nor does it 
pay for it. 

I did not understand correctly from the letter that you showed me. 
I did not understand that the Mid-South Co. made no charge for 
transporting that gas some distance from Mississippi over to the 
Palestine plant. I did not understand that. 

Mr. Harris. Anyway, I would like to go into it further. 

Mr. GATCHELL. Yes, sir. 

Mr. Wotverron. I was going to express the hope, if I may, Mr. 
Chairman, that any suggestion that had been made that the passage 
of this legislation might result in a curtailment of forces would not in 
any way curtail the enthusiasm of your Commission for the legisla- 
tion. 

Mr. GatcueLu. I am sure, Mr. Wolverton, that this Commission, 
the men who are on the Commission at present, would be glad to 
reduce their workload in order to get it out. We are so far behind in 
our rate inerease applications actions that if this workload is taken 
off of us we can use the time very advantageously to do something 
which is decidedly in the public interest that is to pass upon purely 
interstate operations. 

Mr. Hrnsuaw. I might say to Mr. Wolverton that in mentioning the 
subject to Mr. Gatchell originally I said, “after his workload was 
reduced.” 

Thank you very much, Mr. Gatchell. We appreciate your testi- 
mony and we trust that you will stand with your hand out to the 
Commissioners, saying, “Please give me that answer.” 

Mr. Gatcueti. Thank you. 

Mr. Hrnsuaw. If there are no other witnesses to be heard, the 
record will be held open a few days for the Commission’s answer and 
thereafter be closed. 

The hearings are adjourned. 

(The report of the l’ederal Power Commission and other material 
submitted for the record follows:) 
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FEDERAL POWER COM MISSION—REPORT ON H. R. 5976, S8p CONGRESS 


This bill would amend section 1 of the Natural Gas Act so as to exempt from 
Federal Power Commission jurisdiction under the Natural Gas Act: (a@) The 
East Ohio Gas Co. and other gas companies similarly situated. It would 
also exempt (0) any company transporting for hire within a State out-of-State 
natural gas received within or at the State border and consumed within the 
State where the transportation takes place; and (c) any company transporting 
and selling natural gas received within or at the State border and sold within 
that State either to local distributing companies or to companies for resale 
and ultimate consumption within that State. 

The Supreme Court in Ff’. P. C. v. East Ohio Gas Co. (338 U. 8S. 464 (1950) ) 
held that the East Ohio Gas Co. was within the jurisdiction of the Commission 





under the Natural Gas Act, because its operations are in fact in interstate com 
merce. This bill would grant exemption to companies similarly situated and 
declare their operations within a single State to be primarily of local concern 


The applicability of the Natural Gas Act to companies in the East Ohio Gas 
Co. category has resulted in some duplication of State and Federal regulation 
While the examinations of the Commission do not show that the cost to indi- 
vidual companies of duplicative regulation has been excessive in direct outlays, 
nevertheless, the elimination of any overlapping is desirable. No good purpose 
is seen for the imposition of Federal regulation in addition to that provided 
under State laws where only one State is affected, and the futility of duplication 
was pointed out in our opinion No, 216, July 17, 1951 (Texas Illinois Natural 
Gas Pipeline Co.). At that time we expressed the hope that Congress would see 
fit to enact remedial legislation covering the East Ohio situation. We repeat 
that hope. 

The matters exempted by the bill are “declared to be matters primarily of 
local concern and subject to regulation by the several States.” {The bill, if 
amended as we suggest, will definitely provide that a certificate from a State 
commission to the Federal Power Commission that such State commission has 
regulatory jurisditcion over the rates and service of such person and facilities 
and is exercising such jurisdiction shall constitute conclusive evidence of such 
regulatory power or jurisdiction. ] 

Other legislation looking to exemptions from Natural Gas Act jurisdiction 
in certain situations has been considered in prior years. One bill, 8. 1084, was 
passed by the Senate in the 82d Congress after revision and its companion bill, 
H. R. 8397, was considered by the House Committee on Interstate and Foreign 
Commerce. 

In an effort to remedy some of the situations to which we have referred, the 
drafts of some of these bills and other prior legislation appeared to the Com- 
mission to go beyond what was necessary to afford proper relief and to raise 
strong possibilities on constitutional grounds that Federal jurisdiction would 
be removed in other situations without at the same time providing for effective 
State regulation. [Manifestly, either Federal or State regulation is essential 
if this important monopolistic industry is to be properly supervised and the broad 
interests of the general public, including the interests of consumers and in- 
vestors, are to be adequately protected. ] 

Satisfactory language which would cure some of the difficulties to which we 
have referred has not previously been suggested. The present bill, however, 
with some clarifying amendments which we propose, for the first time appears 
to offer a rational and adequate basis for preserving, within proper constitutional 
limits, that Federal supervision which must be provided where the interests of 
more than one State are affected, and at the same time making it possible for 
State commissions to control those operations which are essentially local in 
character. The public interest therefore being fully protected and the Commis- 
sion’s prior objections having been met, we recommended approval of the bill. 

While the general purposes of the bill are clear, some revisions appear 
desirable to insure that these purposes will be carried out without creating 
any gaps in the regulation of this important industry. Accordingly, we recom- 
mend that the new paragraph to be added to section 1 of the Natural Gas Act 
read as follows, with the changes from H. R. 5976 being indicated by italicizing 
new matter and deleting one word: 

“(c) The provisions of this Act shall not apply to any person engaged in or 
legally authorized to engage in the transportation in interstate commerce or the 
sale in interstate commerce for resale, of natural gas received by such person from 
another person within or at the boundary of a State [and] if all the natural gas 
so received is ultimately consumed within such State, or to any facilities used 
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by such person for such transportation or sale, provided that the rates and 
service of such person and facilities be subject to regulation by a State com- 
mission. The matters exempted from the provisions of this Act by this sub- 
section are hereby declared to be matters primarily of local concern and subject 
to regulation by the several States. A certification from such State commission 
to the Federal Power Commission that such State commission has regulatory 
jurisdiction over rates and service of such person and facilities and is exercis- 
ing such jurisdiction shall constitute conclusive evidence of such regulatory 
power or jurisdiction.” 

As so amended, we recommend that the bill be enacted into law. 

Commisioner Doty is not in full accord with the above and will transmit his 
own recommendations in the near future. 

FEDERAL PowEeR COMMISSION, 
By Jerome K. KUYKENDALL, Chairman. 


STATEMENT OF CONGRESSMAN FRANK T. Bow, or On10, IN Support or H. R. 2679, 
(o AMEND THE NATURAL GAs AcT, AS AMENDED 


I introduced H. R. 2679 because it is designed to remedy a situation that 
first arose in my State of Ohio. The purpose of the bill is to redefine the 
jurisdiction of the Federal Power Commission with reference to companies 
engaged in local distribution of natural gas wholly within a State so as to 
eliminate the overlapping of Federal Power Commission jurisdiction upon the 
jurisdiction of the State regulatory bodies in the regulation of such local com- 
panies and also to eliminate the needless expense to the users of natural gas 
caused by this duplication of jurisdiction, 





The Gas Act as it stands today, as it heretofore has been interpreted by 
the Federal Power Commission and the Supreme Court of the United States, 
gives to the Federal Power Commission jurisdiction to regulate the account- 
ing and to require certain reports of local distribution gas companies that 
operate wholly within a State; merely because such companies operate high- 
pressure stub lines to bring gas from the interstate pipelines to their local 
distribution areas. The first cause of this kind was that of the East Ohio Gas 
Co. and the Supreme Court upheld this jurisdiction of the Federal Power 
Commission in Last Ohio Gas Co. vy. Federal Power Commission (338 U. S. 
464 (1950)). Asa result of that decision, the East Ohio Gas Co, has to date 
expended over $2 1million in order to comply with the Federal Power Commis- 
sion’s accounting requirements and to make yarious reports to the Commis- 
sion including an original cost study. kederal Power Commission judisdiction 
in this respect serves no useful purpose because it cannot regulate the rates 
or service of such distribution companies. The rates and service of East Ohie 
Gas Co. are regulated by the Ohio Public Utilities Commission; and that 
commission, under the Ohio law, has full jurisdiction to completely regulate 
the East Ohio Gas Co. All of this expense paid to comply with the Federal 
Power Commission requirements is included in the rates that the customers 
pay for natural gas and is an unwarranted burden upon the rate payers, a 
situation which the Federal Power Commission has now come to realize. 

Tne bill is sponsored primarily by the National Association of Railroad and 
Utilities Commissioners, which is composed of the regulatory bodies of all the 
48 States. 

Shortly after the Supreme Court decision in the Bast Ohio Gas case, this 
organization recommended amendments to accomplish the purposes of my Dill. 
At the last annual convention of this organization it, for the third time, adopted 
a resolution in this respect. A copy of this resolution is attached to copies of 
this statement. In the 82d Congress, this organization caused to be introduced 
in the Senate 8S. 1084 by Senators O’Conor and Bricker. The Senate committee 
requested the Federal Power Commission to report on that bill, which it did. 
Through conferences between some of the officials of the National Association 
of Railroad and Utilities Commissioners and the Federal Power Commission 
and its staff, the language of H. R. 2679 was worked out and agreed to by both 
the National Association of Railroad and Utilities Commissioners and the Federal 
Power Commission and the Federal Power Commission so reported to the Senate 
committee and recommended its enactment. The Senate committee then reported 
on 8S. 1084 and recommended an amendment thereto in the nature of a substitute 
which is the identical language agreed to by Federal Power Commission and 
contained in my bill. The Senate committee reported thereon on April 17, 
1952, in Report No. 1460. This is a very thorough report and gives a complete 
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history of this proposed legislation. In the closing days of the 82d Congress, 
the amended 8S. 1084 was passed by the Senate and sent to the House of Represent- 
atives but too late for any action in the House. Along with a copy of this state 
ment, I am handing to each member of the committee a copy of the Senate com 
mittee report. 

I earnestly urge that this is meritorious legislation; that it will make for 
cheaper rates for the natural-gas users throughout the States beccause the same 
situation exists in other States as exists with the East Ohio Co. These amend 
ments are definitely in the public interest and should be promptly enacted into 
law. I suggest to the committee, if it has not already done so, that it verify the 
position of the Federal Power Commission with reference to this bill and I respect 
fully urge that the committee then report this bill out without further hearing 
and recommend that it do pass. 


RESOLUTION No. 4—RESOLUTION FAVORING AMENDMENTS TO THE NATURAL GAS ACT 


Resolved, That the National Association of Railroad and Utilities Commis 
sioners favors the enactment of legislation to amend the Natural Gas Act, as 
follows: 

(a) Section 1 of the Natural Gas Act (15 U.S. C. 717a), as amended, is amended 
by adding thereto a subsection (¢c), as follows: 

“(c) The provisions of this Act shall not apply to a person engaged in or legally 
authorized to engage in the local distribution of natural gas because of such 
person’s ownership or operation of facilities used or to be used to transport, 
whether or not in interstate commerce, natural gas received by such person 
Within or at the border of a State to points of consumption within such State: 
Provided however, that this subsection shall be operative only if none of such 
facilities is used or to be used for or in connection with the sale of natural gas 
in interstate commerce for resale or for or in connection with the transportation 
of natural gas in interstate commerce for hire: Provided further, That the trans 
portation of gas owned jointly or severally by two or more such persons through 
such a facility or facilities owned and operated singly or jointly by one or more 
of such persons, with or without charge, shall not be deemed transportation 
of natural gas in interstate commerce for hire within the meaning of the fore 
going proviso, if such facility or facilities do not extend beyond a single metro 
politan area and if all gas delivered or transported through such facility or 
facilities is ultimately consumed within such metropolitan area; Provided fui 
ther, To the extent that exemption from the provisions of this Act is afforded 
by this subsection the matters exempted are hereby declared to be matters pri 
marily of local concern and subject to regulation by the several States.” 

(b) Section 2 of such act is amended by adding thereto a new paragraph to 
follow paragraph (4), to be numbered paragraph (4a), to read as follows: 

“(4a) ‘Metropolitan Area’ means the area within a single State, of a city, or a 
city and a zone adjacent thereto, which the Commission upon the basis of com- 
mercial, economic, social, or other relevant factors, or upon the basis of facilities, 
organization, and arrangements for the distribution of natural gas, finds to con 
stitute an integrated community or an area properly integrated for the local 
disribution of natural gas, and within which the Commission finds that the trans 
portation of gas does not require regulation by the Commission in order to protect 
the national interest.” ; and 

Resolved further, That the committee on legislation and the legal representa- 
tives of this association are hereby authorized to appear at any hearing before any 
committee of Congress on behalf of the association in support of the same or any 
similar bill that will accomplish the same objective. 


MApIson, Wis., July 1, 1953. 
ELtTon J. LAYTON, 
Clerk, House Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C.: 

The Wisconsin Public Service Commission authorized the Illinois Commerce 
Commission to enter the endorsement of this commission on the record of the 
hearing before the subcommittee of the House Interstate Foreign Commerce 
Committee held in Washington on June 29, 1953, for the Hinshaw bill No. 3892 
as revised and supported at the hearing by the National Association of Railroad 
and Utilities Commissioners. 

JAMES R. DURFEE, 
Chairman, Wisconsin Public Service Commission. 
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Des MOoINEs, Iowa, July 1, 1953. 
CLERK, House CoMMITTEE, 
Room 1334, House Office Building: 
The lowa State Commerce Commission endorses the Hinshaw bill and author- 
ized George Perrine to appear in its behalf. 
Grorce L. McCAUGHAN, 
Secretary, Iowa State Commerce Commission. 


Boston, Mass., July 16, 19538. 
Hon. CHar_es A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building: 
Understand subcommittee reported H. R. 5976 favorably. Appreciate immedi- 
ate consideration by full committee with hope of enactment before recess. 
Davip M. BRACKMAN, 
Chairman, Massachusetts Department of Public Utilities. 


SAN Francisco, Cauir., July 16, 1953. 
CHARLES A. WOLVERTON, 
Representative, New Jersey, House Office Building: 

Understand subcommittee, House Interstate Commerce Committee has today 
approved and recommended passage of H. R. 5976 (Hinshaw bill). As this 
matter is of great importance to us would greatly appreciate it if your com- 
mittee will act promptly on this measure. 

R. E. Mirre.staeptT. 


INDIANAPOLIS, IND., July 16, 1953. 
Chairman CHARLES A. WOLVERTON, 
Interstate and Foreign Commerce Committee, 
House Office Building: 

Just learned subcommittee has reported favorably Hinshaw bill, which has pre- 
viously been endorsed and recommended by this commission. Trust that your full 
committee will have an opportunity to give immediate attention to consideration 
and assist in the passage of this much needed legislation. Your cooperation 
appreciated. 

PuBLIC SERVICE COMMISSION OF INDIANA. 


CoLuMBUs, OHTO, 
July 16, 1958. 
Hon. CHARLES A. WOLVERTON, 
House Office Building, Washinaton, D. C.: 

We have just learned that House Resolution 5976 (Hinshow bill) has been 
endorsed by special committee of Interstate and Foreign Commerce Committee. 
The State of Ohio supported this bill and urged its adoption. We respectfully 
urge you to bring this bill before the full committee as soon as possible and hope 
that the full committee will take favorable action 

Ray O. MARTIN, 
The Public Utilities Commission of Ohio. 


MApIson, WIs., 
July 16, 1958. 
Hon. CHARLES A, WOLVERTON, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington, D. C.: 

The Public Service Commission of Wisconsin favors the Harris-Hinshaw bill 
as amended to incorporate the suggestions of the National Association of Rail- 
road and Utilities Commissioners and as approved by the Federal Power Com- 
mission. The Wisconsin commission understands that the bill as amended has 
been renumbered H. R. 5976 and urges that said bill as favorably reported by the 
Hinshaw subcommittee be considered favorably by the House Committee on 
Interstate and Foreign Commerce as soon as practicable. 

Epwarkp T. KAVENY, 
Secretary, Public Service Commission of Wisconsin. 
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fur RAILROAD AND PUBLIC UTYLITIES COMMISSION OF THE STATE OF TENNESSEE 


RESOLUTION 





Whereas H. R. 3769 (Hinshaw), H. R. 3892 (Harris), and H. R. 5: 
are now pending in the 83d Congress; and 

Whereas said bills seek to amend the Natural Gas Act in such manner as to 
vest in the several States certain segments of interstate commerce applicable 
to the sale and transportation of natural gas: and 

Whereas the enactment of this legislation would in the opinion of this com- 
mission be beneficial to State jurisdiction without materially affecting Federal 
jurisdiction: Therefore, be it 

Resolved bu the Railroad and Public Utilities Commission of the State of 
Tennessee, That it goes on record as favoring said legislation, amended as pro- 
posed by the executive committee of the National Association of Railroad and 
Utilities Commissioners at its meeting in Chicago, Il., on June 26, 1953, and 
urges the Congress of the United States to enact said proposed legislation into 
law; Be it further 


8 (Beamer) 


Resolved, That a copy of this resolution be transmitted to Congressman Hin- 
shaw, Congressman Harris, Congressman Beamer, Congressman Charles A. 
Wolverton, chairman of the House Committee on Interstate and Foreign Com- 
merce, the chairman of the Senate Committee on Interstate and Foreign 
Commerce, each member of the Tennessee delegation in Congress, the National 
Association of Railroad and Utilities Commissioners, and the State regulatory 
body of each of the several States. 

Dated at the commission's offices in Nashville, Tenn., this the 30th day of 
June 1953. 


RAILROAD AND PUBLIC UTILITIES COMMISSION 
OF THE STATE OF TENNESSEE, 

HAMMOND FOWLER, Chairman. 

JOHN C, HAMMER, Commissioner, 

Caycr L, Penrecost, Commissioner. 


I certify this to be a true and correct copy of a resolution adopted by the Rail- 
road and Public Utilities Commission of the State of Tennessee on the 30th day 
of June 1953. 

HAUTIE W. SHUTE, 
Secretary. 


MOUNTAIN-PACIFIC STATES CONFERENCE 
oF PupLic SERVICE COMMISSIONS, 
San Francisco, Calif., July 6, 1953. 
Hon. Cart HINSHAW, 
House of Representatives, Washington D. C. 


Dear Mr. Hinswaw: As you no doubt know, the Mountain-Pacific States 





Conference of Public Service Commissions is an association of the regulatory 
bodies of the 11 Western States. At its annual meeting held in Yellowstone 
National Park June 22-25, it adopted a number of resolutions involving matters 
now pending in Coneress They are as follows: 
(1) A resolution urging amendment of the Natural Gas Act; 
(2) A resolution urging amendment of the Federal Power Act; 
* * * . * « * 


f these resolutions are enclosed. It will be noted that the one dealing 


Copies o 
with amendment of the Natural Gas Act refers to H. R. 3769, the Hinshaw bill, 
and H. R. 3892, the Harris bill. We are informed that since this resolution was 
adopted, H. R. 5976, also by Congressman Hinshaw, has replaced these bills. It 
is to substantially the same effect and the action taken by the conference is to 
be understood to apply to it. 

» * * * ~ * 

Your consideration of the views indicated in the accompanying resolutions will 

be greatly appreciated. 
Yours very truly, 
Howarp Frreas, Secretary. 
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MouNTAIN-Pacrvic STATES CONFERENCE OF PUBLIC SERVICE COMMISSIONS 
(Comprising the Regulatory Bodies of the States of Arizona, California, Colorado, 
Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, and 


Wyoming) 
RESOLUTION 


Calling for Enactment of the Hinshaw and Harris Bills to Amend the Natural 
Gas Act 


Whereas there are now pending in the 83d Congress, first session, bills in 
identical form known as the Hinshaw bill (H. R. 3769) and the Harris bill (H.R 
3892) to amend the Natural Gas Act; and 

Whereas the enactment of such legislation would result in exempting under the 
circumstances therein mentioned from jurisdiction of the Federal Power Com 
mission, certain matters affecting the distribution of natural gas which are of 
local concern and the placing of jurisdiction to regulate said matters in the 
States and their appropriate regulatory agencies; and 

Whereas the enactment of either of such bills will result in a desirable appor 
tionment between Federal and State jurisdiction over these matters, in that their 
enactment will leave to the Federal Power Commission jurisdiction over such 
matters of national concern as must and can lawfully and effectively be regulated 
by it and to the States such matters of local concern as can lawfully and effec 
tively be regulated by them : Now, therefore, be it 

Resolved by the representatives of the several member States of the Mountain 
Pacific States Conference of Public Service Commissions assembled at Yellow- 
stone National Park, That the executive committee of the National Association of 
Railroad and Utilities Commissioners, meeting in Chicago, Ill., on June 26, 19538, 
be requested to take favorable action on said proposed legislation and that the 
Congress of the United States be urged to enact said proposed legislation into law. 

Dated at Yellowstone National Park, Wyo., this 25th day of June 1953. 


I hereby certify that the foregoing resolution was duly introduced, passed, and 
adopted at a regular session of the Mountain-Pacific States Conference of Public 
Service Commiss.ons at Yellowstone National Park, Wyo., on June 22, 23, 24, and 


25, 1953. 


Howarp Freas, Secretary. 


MOoOUNTAIN-PACIFIC STATES CONFERENCE OF PUBLIC SERVICE COMMISSIONS 


(Comprising the regulatory bodies of the States of Arizona, California, Colorado, 
Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, and 


Wyoming) 
RESOLUTION 


Calling for amendment of the Federal Power Act designed to bring about a 
desirable apportionment between Federal and State jurisdiction as to the 
transmission and sale of electric energy 


Whereas there are now pending in the 83d Congress, 1st session, bills in 
identical form known as the Hinshaw bill (H. R. 3769) and the Harris bill 
(H. R. 3892) to amend the Natural Gas Act; and 

Whereas the representatives of the several member States of the Mountain 
Pacific States Conference of Public Service Commissions assembled at Yellow- 
stone National Park have this day resolved that the enactment of either of such 
bills will result in a desirable apportionment between Federal and State jurisdic- 
tion over such matters, and that Congress be urged to enact said proposed legisla- 
tion into law; and 

Whereas it is further the consensus of opinion of said representatives that 
amendment of the Federal Power Act by legislation similar to said bills applicable 
to the Federal Power Act would likewise result in a desirable apportionment 
between Federal and State jurisdiction as to the transmission and sale of elec 
tric energy and that the enactment of such legislation applicable to the Federal 
Power Act would leave to the Federal Power Commission jurisdiction over such 
matters of national concern as must and can lawfully and effectively be regulated 
by it and to the States such matters of local concern as can lawfully and effec 
tively be regulated by them; and , 
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Whereas the enactinent of such legislation applicable to the Federal Power Act 
would avoid much of the unnecessary duplication of jurisdiction now existing 
between the Federal Power Commission and the several States as to such 
inatters : Now, therefore, be it 

Resolved by the representatives of the several member States of the Mountai 
Pacific States Conference of Public Service Commissions assembled at Yellou 
stone National Park, That said conference go on record as favoring the enactment 
by Congress of legislation applicable to the Federal Power Act similar to the 
Hinshaw bill and the Harris bill now pending in Congress applicable to the 
Natural Gas Act. 


I hereby certify that the foregoing resolution was duly introduced, passed, and 


adopted at a regular session of the Mountain-Vacific States Conference of Public 
Service Commissions at Yellowstone National Park, Wyo., on June 22, 23, 24, and 
25, 1953. 


Howanrp Freas, Secretary 


(Whereupon, at 4:45 p. m., the committee was recessed subject to 
call.) 





